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SALE AND. TRANSMISSION OF POWER 
(Bureau of Reclamation, Central Valley Project, California) 


FRIDAY, MARCH 25, 1960 


Hovst or REPRESENTATIVES, 
Spectra SUBCOMMITTEE ON 
Asstcnep Power AND LAND PROBLEMS 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Sacramento, Calif. 

The subcommittee met, pursuant to call, at 10 a.m., in the State 
Capitol Building, room 5168, Sacramento, Calif., Hon. John E. Moss 
(chairman of the subcommittee) presiding. , 

Members present: Hon. John E. Moss; Hon. Neal Smith, subcom- 
mittee member; and Hon. Robert R. Barry, member of the Commit- 
tee on Government Operations. 

Also present: Phineas Indritz, counsel to the subcommittee; and 
Orville Poland, general counsel to the Committee on Government 
Operations. 

Mr. Moss. The subcommittee will now come to order. 

This is the Special Subcommittee on Assigned Power and Land 
Problems. It is a subcommittee of the Committee on Government 
Operations of the U.S. House of Representatives which has, among its 
other duties, the duty of studying the operation of Government activ- 
ties at all levels with a view to determining its economy and octenaney 

At this point I would like to introduce my colleagues on the sub- 
committee, and the members of the staff, 

Congressman Robert Barry of New York, who will be sittin 
with us today, representing the minority, has been delayed and wil 
be here a little later in the morning. The others now here are Con- 
coeee Neal Smith of Iowa, a member of the subcommittee; Mr. 

hineas Indritz, the counsel for the subcommittee; and Mr. Orville 
Poland, the general counsel for the parent Committee on Government 
Operations. 

In the public hearings which begin today, this subcommittee will 
eXamine into the economy and efliciency of the Bureau of Reclamation, 
and whether the Bureau is complying with legal requirements, in the 
sale and transmission of electric energy from the Central Valley 
project. 

Our hearings will cover two specific subjects : 


IS POWER AVAILABLE? 


One. The subcommittee has received information that a number of 
public agencies in California, which are entitled under Federal law to 
preference in purchasing electric power from the Central Valley proj- 
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ect, and which have sought to obtain such power for the use of the; 
people, have been told by the Bureau of Reclamatio = 
available for sale to sien eet 
owever, contrary to the Bureau’s statements, it appear 

Bureau of Reclamation has been selling large quantities ot both 
and nonfirm power to the Pacific Gas & Electric Co. This com 7 
does not have a statutory preference, as do the public agencies {5 
obtain the electric power of the Central Valley project. * 

We have ascertained that during the calendar year 1959, the Burey 
sold about 565 million kilowatt hours to the company, an emai 
exceeding that sold by the Bureau of Reclamation to all other prefer. 
ence customers combined excepting the Sacramento Municipal Utilit 
District, which is also a preference customer. y 

Some of this power sold to the company has been so-called non. 
dependable power; namely, power in excess of the amount of firm 
power that could be produced by the Central Valley project under 
water conditions equivalent to the most adverse streamflow conditions 
of record; namely, in the years 1930-33, unless more adverse water 
conditions occur. But very large amounts of this power have been 
part of the firm power which, for the Central Valley project as a whole, 
is now rated at 450,000 kilowatts. 


SALES OF POWER TO P.G. & E. 


We have ascertained that the amount of firm power sold each 
month to the company during the past 3 years has ranged between 
a high of about 175,000 kilowatts to a low of about 60,000 kilowatts— 
all of it firm power. In addition, we have ascertained from the Bureau 
of Reclamation that it estimates it will sell and deliver to the Pacific 
Gas & Electric Co. during the next 5 years a continuous block of firm 
power each month ranging from a high of about 88,000 kilowatts and 
reaching a low of about 40,000 kilowatts in August 1964. 

During this time that this large amount of firm power is sold to 
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the company, the public agencies, if they continue to be unsuccessful | 


in their efforts to purchase CVP power, will be obliged to purchas 
the power they and the people they serve need from the Pacific Gas 
& Electric Co. And in purchasing their power from the company, 
they will have to pay for such power at rates which are substantialh 
higher than the prices they would pay for CVP power. 

if these facts are true, the subcommittee intends to find out why 
such substantial amounts of power are being withheld from agencies 
that have legal preference to obtain such power, while at the sam 
time that power is instead delivered to the company for resale at much 
higher prices to the consumer. 


Under our system of government, no bureau of the Federal Gover | 


ment is above the law or entitled to disregard the law. This subcom 
mittee intends to find out whether the Bureau of Reclamation s 
violating the law, and if so, why, and who is responsible. 

The subcommittee intends to take all necessary steps to Insure 
that the law shall not be violated. This is particularly a matter of 
grave concern where the alleged violation of law, if it is occurring, 
results in increasing to the people and to their governmental agencit 
the prices which they must pay for such an essential comm ity of 
modern-day life as electricity. 
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COMPARATIVE COSTS OF WHEELING VERSUS DIRECT TRANSMISSION 


The second topic which this subcommittee will explore in these 
hearings concerns the costs, to the Government and te the customer, 
of having power delivered directly from the Central Valley project 
tothe customer as compared to the costs of having the power delivered 
by wheeling over the lines of the Pacific Gas & Electric Co. 

All except three of the preference customers now obtaining CVP 

wer recelve power from the Bureau by such wheeling. 

The cost of such wheeling is established in the existing wheelin 
contract between the Bureau of Reclamation and the Pacific Gas 
Electric Co. Under that contract, the Bureau pays the company as 
follows for wheeling CV P power to Bureau customers. 

One mill per kilowatt-hour. In addition, if the delivery is at volt- 

under 44,000 volts, the Bureau pays 10: cents per kilowatt for 
deliveries between 22,000 volts and 44,000 volts (if the demand is not 
less than 20,000 kilowatts), and 22 cents per kilowatt for all other 
eliveries. 
: In addition, the Bureau delivers extra power and energy as follows 
to the company to compensate it for transmission losses in wheeling 
the power to the Bureau’s customers over the compan ’s lines. 

Five percent for power delivered at 44,000 volts or higher; and an 
additional 4 percent for power delivered at less than 44,000 volts. 

Copies of the Bureau’s wheeling and sales contracts with the com- 
pany will be included in the record of these hearings. 

(See appendix A.) 

Mr Moss. Of these charges and transmission losses which I have 
just mentioned, the Bureau absorbs the 1 mill charge and the 5 per- 
cent power and energy transmission losses. The Bureau bills the 
customer for the 10-cent or 22-cent charge and for the 4 percent power 
and energy transmission losses. The Bureau also absorbs the power 
and energy losses (amounting to another 5 percent) involved in deliv- 
ering the power to the wheeling point where the company receives the 
power. This wheeling point is generally the Tracy Switchyard. 

The amount of these wheeling costs is very substantial. Accord- 
ing to data which I requested and received from the Bureau of Recla- 
mation, the cost in dollars incurred by the Bureau for wheeling during 
the calendar year 1959, including the value of the energy furnished 
to the company to cover transmission losses on its lines, amounted to 
$561,174.86. 

COST OF WHEELING TO SMUD 


This amount would have been very much larger if the Sacramento 
Municipal Utility District had not provided facilities to receive its 
power from the Central Valley project system direct, instead of by 
wheeling over the lines of the Pacific Gas & Electric Co. Thus, accord- 
ing to data which I requested and received from the Bureau of Recla- 
mation, the costs of delivering power to SMUD in the calendar year 
1955, when SMUD was on wheeling, amounted to $1,195,317.10, of 
which SMUD paid $94,602.31, and the Bureau absorbed $1,100,714.79. 
These costs were for a billing demand which in 1955 ranged between 
174,000 kilowatts to 194,203 kilowatts. 
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It is obvious that the wheeling costs would have been much-h 


j 

as the billing demand rose to the 290,000 kilowatts allocated to sues 
The data received by the subcommittee from the Bureau indicates thai 
in the 214-year period since SMUD went onto direct service, the Fed. 
eral’ Government has been saving an tee of almost $102,000 


month, or over’ $1,212,000:a year; and when SMUD, in the next year 
or two, reaches its maximum allocation of 290,000 kilowatts, the 
ae savings would be over $124,000 monthly, or almost $1,500,000 
annually. 

ec Abs ; ercent interest, compounded yearly, this means the Gover. 
ment will save about $96 million during the term of the SMUD con. 
tract which runs to July 1, 1994; and if SMUD continues to pet the 
same amount of power from the Central Valley project, the saving to 
the Federal Government. would amount’ to over $205 million by the 
‘year 2013, which is the end of the present payout period of the Centra] 

alley project. 
WHAT SAVINGS CAN BE MADE? 


In view of these wheeling costs, and the potential savings which 
direct service may, in various circumstances, make possible, the sub- 
committee desires to examine into these costs and savings with respect 
to several preference customers and agencies which have stated they 
desire to receive power, from the Central Valley project system by 
direct. service rather than by wheeling. 

We understand that a discount on the price of the power has been 
and still is being allowed by the Bureau to customers which have con- 


structed; or provided funds for the construction of, transmission facil- | 
ities for direct service, but that the Bureau refuses to do so for the | 
public agencies now seeking to obtain additional power from the Cen- | 


tral Valley project, even though such direct service-with-discount 
arrangement would result, according to these preference agencies and 
customers, in substantial savings to both the Government and the pref: 
erence customers, 

A number of these direct service-with-discount arrangements be 
tween the Bureau and its customers are now in force in the Missouri 
River Basin. The subcommittee will want to find out whether the 
Bureau is discriminating against customers of the Central Valley 
project when it refuses to make similar arrangements with them. 

We shall try, in these hearings, to ascertain whether the Bureau's 
delivery of electric energy by means of wheeling over the transmission 
system of the Pacific Gas & Electric Co. is more economical than by di- 
rect delivery to these customers, or whether such wheeling would re- 
sult in greater expense to the Government, or tothe preference cus- 
tomer, or to both. 

We shall try to ascertain whether such wheeling would be mor 
efficient, or more wasteful, in the use of the great natural resources 
which Central Valley project power represents in this area of Cali- 
fornia, and which belong to the people of this area and the Nation. 

We hope that the testimony which will be brought out in these hear- 
ings will assist the Bureau of Reclamation in evaluating the effects of 
its practices with respect to direct delivery as compared to wheeling 
of electrical power. If the Bureau’s practices are shown to be waste- 
ful or uneconomical, we expect the Bureau to correct them promptly, 
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so that its operations will be conducted with maximum efficiency and 
OI peck to receive testimony from representatives of the Bureau 
of Reclamation, the city of Redding, the city of Roseville, the State 
of California, the Northern California Municipal Electric Associa- 
tion, the Shasta Dam Area Public Utility District, the Plumas-Sierra 
Rural Electric Cooperative, the city of Portola, and from several other 
witnesses. Our hearings will continue tomorrow and Monday to the 
extent necessary to obtain all facts and testimony which are revelant to 
the subject matter of these hearings as I have just outlined it. 

Qur first’ witness will be the very distinguished gentleman from the 
Second District of California, Congressman Harold Johnson. 


STATEMENT OF HON, HAROLD T. JOHNSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Jounson. Good morning, Mr. Chairman, and members of the 
committee. ; 

Mr. Moss. Now, before we proceed, I have to scan the pho- 
tographers with the fact that a rule of the House of Representatives 
does not. permit the taking of pictures during the meetings of the 
committees. } 

If you desire to make any photograph, if you will communicate 
your request to the chairman or the staff, we shall try to accommodate 
you. The rule is one of long standing, not of my making, but one 
which I am bound to enforce. 

Congressman Johnson. 

Mr. Jounson. Mr. Chairman, it is, indeed, a pleasure to have the 
opportunity to appear and testify here today on a matter of such vital 
importance to the people of northern California. 

The issues before this committee were stated most competently by 
yourself in the opening summary of what these hearings hope to 
accomplish. I would like to express my general views, and I believe 
the cities of Roseville and Redding and the Shasta Dam Area Public 
Utilities District are among those public agencies which will be heard 
during your 3 days of hearings. 

As the congressional representative of these three. preference cus- 
tomers, I believe my position would be the same.as that taken in their 
testimony to follow. 


AVAILABILITY OF POWER TO PREFERENCE CUSTOMERS 


First, I would like to mention the matter of availability of power 
to preference customers. The Bureau of Reclamation in its existing 
hydroelectric power system has available 450,000 kilowatts of firm 
pony. At this, it has allocated to preference customers about 445,000 

ilowatts. 

On the face of it, it would appear then that there is only 5,000 
kilowatts of firm power available for preference customers. "This is 
not a true picture. Customers who hold these allocations are not 
using all the energy allocated to them. The maximum integrated 
simultaneous demands of all preference customers of the Central Val- 
ley project to date total 390,186 kilowatts which occurred August 7, 

59220—60-—_2 
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1959, at 2:30 p.m. Estimates made by the Bureau of Reclamation 
show that the maximum integrated simultaneous demands for the 
5-year period of 1960 through 1964 inclusively will reach only 410,009 
kilowatts. 

Therefore, according to the Bureau’s own figures, there is a substan. 
tial amount of firm power which is not being used by preference cys. 
tomers and will not be used by them for a long time to come. 


RIGHTS OF PREFERENCE CUSTOMERS 


At the present time, this excess firm power is being delivered to 
the Pacific Gas & Electric Co. at rates that are less than the company 
charges other municipal agencies for this same power. These munici- 
pal agencies, who are paying substantial profits to the Pacific Gas & 
Electric Co., are entitled to a preference to receive this power. 

These agencies, including the cities of Roseville and Redding and the 
Shasta Dam Area Public Utilities District, are applying for firm 
power from the Central Valley project. They believe, as I do, that 
this excess firm power should be delivered to them instead of to the 
Pacific Gas & Electric Co. for resale. To deliver the power to a private 
corporation when preference customers are in desperate need of this 
electrical energy is a flat violation of the law. 

The impact of this violation is that customers of these agencies, 
the homes, small businesses, and farms are being penalized by much 
higher power rates than they otherwise would be paying; therefore, 
I would support vigorously anything this committee could do to obtain 
for these preference customers firm power commitments during the 
interim between the present and the day, possibly 5 years hence, when 
the maximum integrated simultaneous demands of those preference 
customers now being served approaches 450,000 kilowatts. 

This is especially important to these preference customers in my 
district—the cities of Roseville and Redding and the Shasta Dam Area 
Public Utilities District—because they are high on the preference list 
for power to be generated when the Trinity project will be on the line 
and serving the present applicants. 

There is no reason why these preference customers should be 
penalized and forced to wait for Trinity power when Central Valley 

roject’s hydroelectric energy is going to help enrich the Pacific Gas & 

lectric Co. 


WHEELING COSTS AND DIRECT TRANSMISSION OF POWER 


The other phase of this hearing is of direct concern to the cities of 
Roseville, Redding, and the Shasta Dam Area Public Utilities District. 
This concerns several instances in which preference customers could 
receive their power from the Bureau by direct transmission rather 
than by wheeling the power over the lines of the Pacific Gas & 
Electric Co. ; 

For example, the Shasta Dam Area Public Utilities District which 
has an allocation of 4,000 kilowatts, now receives less than 2,000 kilo- 
watts because the transmission lines from Shasta Dam to the district's 
delivery point are inadequate. The Federal Government has declined 
to construct the necessary transmission lines between Keswick and 
Toyon. A $350,000 appropriation request for this purpose was killed 
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by the House A propriations Subcommittee in 1959 after hearing 
testimony from the Pacific Gas & Electric Co., the Secretary of the 
Interior, and the Bureau of Reclamation. 

The Shasta Public Utilities District has offered to construct trans- 
mission lines to receive power directly from the Government. 

The Bureau has refused to allow the district a discount for receiv- 
ing such power directly to help the district amortize and maintain 
the line. The Bureau insists that the power be wheeled over the lines 
of Pacific Gas & Electric Co. Yet the Bureau has ermitted direct 
transmission lines to be built by customers and has allowed discounts 
to other customers in other parts of the country such as in the Missouri 
River Basin. aietic a 

Furthermore, construction and operation of these transmission lines 
with discount allowances would result in considerable saving of money 
now spent for wheeling ore over the lines of Pacific Gas & Electric 
Co. The saving would be realized by the Federal and local govern- 
ments, and by the power consumer. — } 

For example, when the transmission of Central Valley pene power 
to the Sacramento Municipal Utility District was changed from wheel- 
ing to direct service, both the Federal Government and the district 
saved substantial amounts of money. In less than 21% years of direct 
service to SMUD, the net savings to the Federal Government alone, 
compared to the cost of wheeling, amounted to $3 million. 

It has been computed, in fact, that if the Sacramento Municipal 
Utility District has been required to continue the wheeling arrange- 
ment throughout the full porous riod of its project, the cost to the 
Federal Government would have been $205 million more than it will 
be under the direct transmission arrangement now worked out. This 
indicates the tremendous expense of wheeling. 

Wheeling benefits only the private utilities corporations. Wheeling 
increases the total cost of projects. Wheeling increases the total cost 
tothe consumer. These unnecessary costs are a matter of deep concern 
to this committee, the preference customers, and the power users. 

Government must operate on an economical basis. The present ar- 
rangements of wheeling power where a direct service could be provided 
requires the Government to spend untold amounts of money unneces- 
sarily ; therefore, I urge this committee to do what it can to obtain for 
the preference customers amortization credits for installing their own 
transmission connections. 

It is far better that the public in the form of their local governmen- 
tal agencies obtain these benefits than for the Government to be 
forced to put out excessive amounts of money fo1 wheeling costs. 

In requesting this hearing be held here, I have high hopes that the 
committee will develop three facts in connection with the operation of 
our Central Valley project as it exists here in northern California. 

One is that the present preference customers should be allowed to 
utilize some of this excess firm power now going to the Pacific Gas 
& Electric Co., and that they be given an opportunity to increase their 
present contracts on allocations without the provision of a standby 
source of power; I say that for the reason that there is at the present 
time excess power on a firm basis within the system that will allow my 
home city to carry on electrical operations serving the people of Rose- 
ville well within the firm power capacity of this project. 
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I see no necessity for our city having to enter into a new contract 
with a provision that they have to have another source of standby 
power if they are to exceed present allocation of 7,300 kilowatts, 

Now, also, I am very much interested in seeing the city of Roseyill, 

and the Shasta Public Utility District and the city of Redding haye 
an opportunity to take their power direct from the Central Valley 
system. 
mall of these agencies of local government are within a very close 
proximity of the source of energy. Roseville has an opportunity to get 
its power from Folsom, with a transmission facility amounting to 614 
miles of distance. 

Redding has about a 5-mile distance, the Shasta Public Utility Dis. 
trict about the same. 

Now I also want to see these agencies, if they are allowed and per. 
mitted to build their direct ties for a source of energy, be given con- 
sideration for the amortization of their investment a discount in 
lieu of a wheeling fee, the same as now is being held to the Pacific 
Gas & Electric Co. for wheeling this power to preference customers. 

I know that at the time when a budget item of $350,000 for a Goy- 
ernment transmission line was being considered affecting the Shasta 
Area Dam Public Utility District, there was testimony given to the 
cominittee that the Pacific Gas & Electric Co. was the proper agency 
to wheel the power, and that it was cheaper for the Government to do 
business over their facilities. I think this not to be true. 

I think you people will develop here testimony that will show you 
that it would pay the Government, as well as return a benefit to the 
local agency, if they were to build a Government line to serve these 
people; and in the event that that appropriation is not provided by 
the Congress, I think that the agencies themselves could go there and 
make their direct tie and receive a benefit such as now being paid to 
other public agencies as well as private utilities for the wheeling of 
Government project power to municipalities and utility districts, 


LONG TERM COMMITMENT 


Mr. Moss. Mr. Indritz, do you have any questions at this time? 

Mr. Inprrrz. Congressman Johnson, if the three agencies that you 
mentioned find it necessary to enter into contracts with the Pacific 
Gas & Electric Co., would it be probable that they would have to 
have contracts on a fairly long-term basis, 5 years or 10 years? 

Mr. Jounson. It has been my past experience that that is the ap- 
proximate length of contract, 5 or 10 years. 

Mr. Inprirz. Now, if that is true, would it mean that when Trinity 
power comes on the line, in about 2 years or so, that those agencies 
would be practically precluded from obtaining Bureau power, because 
they would then be committed by their contracts with the Pacific Gas 
& Electric Co. ? 

Mr. Jounson. Yes, I would say that if the city of Redding were to 
renew their contract with the Pacific Gas & Electric Co. for a term of 
5, 7, or 10 years, and if they were to get any beneficial rate, it would 
have to be in a long-term contract; which would exclude them from 
becoming a customer under the preference clause, as to low-cost public 
power. 
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Mr. Inprtrz. So would that mean, Congressman, that the three 
agencies you mentioned would be excluded not only from utilizing the 
unused firm power now available, but might also be excluded from 
obtaining the Trinity power for many years to come, because by the 
time the contracts with Pacific Gas & Electric expire, it would be 
probable that the Trinity power would have been allocated ? 

Mr. Jounson. That is quite true, and that is my concern at the 
present time. ; 

There appears to be available a considerable amount of firm power 
that could be allocated or delivered to the two existing public agen- 
cies, and there is a sufficient amount that could be allocated to the 
city of Redding, which would allow them the opportunity to become 
an applicant for Trinity power high on the preference customer list. 

Now I don’t know whether I answered your specific question or not, 
but the way this appears to me, is that if Redding is going to be of- 
fered a contract, it would be for a term period, either 5, 7 or 10 years. 

I don’t know just what would be the offer, but it would probably 
take them past the date when Trinity would come on the line, and 
about that time possibly the other preference customers would be 
moving up on their maximum allocations, so there would be no firm 
power available after the expiration date of their contract. 


PREFERENCE RIGHTS TO POWER 


Mr. Inpritz. Congressman, if a block of power is available at the 
present time but is not being used by the nee preference custom- 
ers, do you believe that such power should be made available to other 
public agencies which want to use it, so long as they do not impair 
the particular rights of the existing customers, or do you think it 
haat be withheld from them and turned over to a private utility? 

Mr. Jounson. If there is firm power available vaibles the Central 
Valley system to take care of another preference customer in addition 
to those they are serving now, I think the power should be made avail- 
able to them. I think the law so states and provides at the present 
time. 

STANDBY SOURCE OF POWER 


Mr. Inprrrz. In your statement you referred to a requirement by 
the Bureau of Reclamation that preference customers must have a 
standby source of power. Do you believe that such a requirement 
would in any way violate the preference law if there is firm power that 
isavailable for their use? 

Mr. Jounson. In my opinion, yes. I was very much concerned 

when I Jearned about the wording in the notices of new contracts that 
the two public agencies would have to enter into if they were to ask 
for an allocation in excess of what they had been allocated. 
_ Now, as I understand it, if Roseville or the Shasta Dam Public Util- 
ities District were to go to the Bureau and ask for an additional 
allocation of power, they would be notified that they would also have 
to have another.source of standby power at the time they entered into 
the new contract, for the new allocation. 

I think that is very unrealistic at this particular time with the excess 
firm power within the Central Valley system. 
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Now, I think it. has been borne out by the Bureau’s own figures that 
there is a substantial amount, namely, somewhere in the neighborhood 
of 40,000 kilowatts that could be made available even for a 5-year 
period to the existing public agencies now being served, or to a new 
preference customer who would be an applicant. 

Mr. Inprrrz. Congressman, you referred to another source of stand- 
by power. What do you mean by that? 

Mr. Jounson. Well, it would mean in this area at least that the 
would have to enter into a standby contract with the Pacific Gas % 
Electric Co. 

Mr. Inprirz. Is there any other source of standby power? 

Mr. Jounson. I don’t know of any other source of standby power 
in this area. The Pacific Gas & Electric Co. was the company that 
firmed the power for the Central Valley project, and I presume it is 
the only source of firm standby power in northern California, 


KESWICK-TOYON LINE 


Mr. Inprrrz. Congressman, did you concur in the deletion of the 
budget proposal for the construction of the Keswick-Toyon line? 

Mr. Jounson. No, I certainly did not. I discussed that with mem- 
bers of both the House committee and the Senate committee, and I 
also discussed it with the people in the Bureau of Reclamation. 

I think that it was a very necessary appropriation to provide a 
needed facility which would allow the Shasta Area Public Utility Dis- 
trict to carry on its activities and be served by the Government, at 
savings both to the Government and to the district over and above their 
present method of receiving their power. 


COSTS OF WHEELING 


Mr. Inprirz. If the cost of wheeling increases the total cost of the 
Central Valley project, do you think that would have an impact upon 
the rates that power consumers would have to pay ? 

Mr. Jounson. Before I answer that question, I would like to clarify 
one statement that I just made. 

At the present time the Shasta Public Utilities District is receiy- 
ing power direct from the Federal Government. It does not go over 
the Pacific Gas & Electric lines under the wheeling contract, but if 
the district is going to grow, and it is growing, they are going to have 
to have additional power supplied to them. It will be necessary for 
them to enter into a contract or build their own facility as to a new 
source of power delivery to take care of their expanded growth. 

Now, you can give me that other question, but at the present time 
Shasta Public Utility District is being served direct by the Federal 
Government. 

Mr. Inprirz. My question was: If the costs of wheeling which are 
absorbed by the Government result in increasing the total cost of the 
Central Valley project, would that result in increasing the rates to 
power consumers ? 

Mr. Jounson. I believe it would. I don’t see how it could be any- 
thing else, if the Government is going to be put to additional cost of 
providing this wheeling to their preference customers, and in the com- 
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licated way of delivery from the Government lines to the Pacific Gas 
& Electric, the Government is confronted with increased costs as well 
as the district. or city affected. Naturally that will raise the cost to 
the Government. epi 

It will raise the cost to the district, and there is only one possible per- 
son who is going to pay this. That would be the ultimate consumer 

cho would pay it. 
Tar Seesarea: Are there, among the consumers of Central Valley 
ower, both Federal agencies as well as nonfederal consumers? _ 

Mr. Jounson. That is quite true. There are at the present time, I 
do believe, only a few nonfederal public agencies who receive power 
from the Central Valley system. They are the city of Roseville, the 
Shasta Area Public Utility District, the Sacramento Municipal 
Utilities District, and a couple of others. The balance are Govern- 
ment facilities. 

Mr. Inprirz. Does that mean that much of the increased cost would 
be paid by the Federal Treasury ? 

Mr. Jonnson. That is right. 

Mr. Inverrz. It could not be passed on to individual customers ? 

Mr. Jounson. Thatistrue. As it relates to the Federal agencies, the 
Federal Government would be obligated to pay this increased wheeling 
cost. It would be an additional cost to the Federal Government. 

Mr. Inprirz. Do you think it would be discriminatory to refuse to 
allow discounts to customers in California that received power directly 
over their transmission lines if similar discounts are allowed in other 
parts of the country ? 

Mr. Jonnson. Yes, I do. 

I brought this to the attention of the Bureau of Reclamation people, 
in Washington after we failed in last year’s budget in receiving the 
appropriation for the lines serving the Shasta Area Public Utility 
District. 

Immediately, the district contacted me, and I contacted the Wash- 
ington office of the Bureau of Reclamation as to the possibility of our 
district receiving the same consideration that was given other public 
agencies in the midwest. I was told that the district was not eligible 
because it was a single identity, a public agency, and the customers 
in the Midwest or the public agencies in the Midwest who were receiv- 
ing this benefit: were serving more than one person or one public 


agency. 

Therefore, the Shasta Dam Area Public Utility District, or the city 
of Roseville, or the city of Redding, would probably receive the same 
answer if they were to request this. That is one of the important 
things that I would like this committee to really explore and see if we 
couldn’t be given that same consideration. Since these public agencies 
are located so close to low-cost Government power, we are only asking 
for consideration during the amortization of the cost of the line. 

. Mr. Invrrrz. Do you een of any difference in the cost of the wheel- 
ing or transmission of power in the Midwest as compared to the trans- 
mission of power in the Central Valley ? 

Mr. Jounson. I see very little difference. 
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REDDING AND ROSEVILLE 


Mr. Moss. Congressman Smith, do you have any questions? 

Mr. Smiru. Yes, Mr. Chairman. 

I would like to get a little background here. I know Congressman 
Johnson has been working hard on this for a long time, and he cay 
perhaps clear up some things that I am not acquainted with. 

Now, as I understand it, you are concerned primarily with Rose. 
ville and Redding, is that correct ? 

Mr. Jounson. The Shasta Dam Area Public Utility District j; 
receiving direct service at the present time over an inadequate line to 
the district. 

The city of Roseville is now a customer under the preference clause 
receiving power from the Government, wheeled by the Pacific Gas & 
Electric Co. 

The city of Redding is making application as a preference customer 
for some of the firm power known to be in the system at the present 
time that would take care of their needs. 

Mr. Surrx. Now, is Redding about to exceed their allocation of 
firm power or not ? 

Mr. Jounson. Redding is not now a customer of the Federal Goy- 
ernment. Redding is receiving its power at wholesale rates from the 
Pacific Gas & Electric Co. 

Mr. Smirn. And did I understand you to say that Redding’s needs 
for this power from this dam is somewhat temporary until Trinity 
is completed ? 

Mr. Jounson. Redding’s present needs could be served by the ex- 
cess firm power that is going to the Pacific Gas & Electric Co. at the 
porns time, which would carry them by the completion date of the 

rinity River project. 

Mr. Smiru. Which is what? 

Mr. Jonnson. Which would bring in a new source of firm power 
into the Central Valley system. 

Mr. Smrru. Is that expected to be within 5 years or so, or how 
many years? 

oo JoHNnson. It is expected to be completed and on the line by 
1963. 

Mr. Smrrn.' And Redding would be able to get their power from 
Trinity, is that right ? 

Mr. Jounson. They would hope to. 

Mr. Smrru. If they were a preference customer? 

Mr. Jonnson. If they were a preference customer. 

Mr. Moss. Would the gentleman yield for a moment? 

Mr. Smrru. Yes. 

Mr. Moss. It is my understanding that the first Trinity unit comes 
on the lines in November of 1962. oh nied 

Mr. Smrru. And as I understand it then, as far as Redding is‘con- 
cerned, they are now being told that they cannot have any of this 
extra 40,000 or 50,000 kilowatts that is not being used until that 
time? f 

Mr. Jounson. That is my understanding, Congressman Smith. 

Mr. Suirx. Well, now, where does this requirement come in that 
they must enter into some kind of contract for standby power at the 
present time with Pacific Gas & Electric? 
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Mr. Jounson. That does not affect the city of Redding. That only 
affects the two contracts which are now in existence, one affecting the 
Shasta Dam Area Public Utility District, and the other affecting the 
city of Roseville, who are now preference customers as a public 


parrot. As to the city of Roseville, it needs more power at the 
present time temporarily, does it, or not ? 

Mr. Jounson. Yes, Roseville is just about up to their maximum 
allocation. ae 

Mr. Smiru. Would they also be able to get power from Trinity if 
they are ina preference class at that time? 

Mr. Jounson. Yes, our city of Roseville has already made applica- 
tion for Trinity a 

Mr. Surru. So if you are forced at the present time to enter into a 
standby contract with Pacific Gas & Electric, then at a later time that 
precludes you from being a preference customer; that means that 
what is now a standby contract will become, of necessity, a contract 
that you must be served by ; is that correct ? 

Mr. Jounson. No; I wouldn’t say that is quite a true statement. 

I would rather put it this way. Roseville has been allocated 7,300 
kilowatts. It was after a long fight, and I might say that only after a 
hearing was held by the subcommittee of the Congress were we allowed 
to become a preference customer. 

Prior to that time, we were given the answer that there was no firm 
power available within the Central Valley system. 

Now, the effect of this new contract would not preclude Roseville 
from asking for a block of Trinity River power. 

Mr. Smiru. But if they had power available on a standby basis at 
that time they would be precluded from being a preference customer ; 
is that right? 

Mr. Jounson. No, I would not say that either. I am afraid that 
the effect of the standby agreement for another source of power would 
possibly reduce the savings to the city of Roseville that are now being 
made by virtue of their contract with the Federal Government for 
first low-cost, power. 

Mr. Smirn. At the time the Trinity power is allocated, though, if 
Roseville has available to it on this contract with Pacific Gas & 
Electric, power from Pacific Gas & Electric, are they still eligible for 
the same allocation from Trinity? 

Mr. Jounson. Yes, being an early preference customer they would 
be, but here is what we are trying to avoid as it affects the city of 
Roseville. 

The —- of Roseville is just about up to their maximum under their 
present allocation, and contract with the Federal Government. We 
are now trying to show that there is additional firm power within 
the Central Valley system that will take care of the needs of the city 
of Roseville until Trinity comes in, and we can then have a renegotia- 
tion of contracts for a new allocation of power, without the standby 
requirement. 

Mr. Surra. Suppose you don’t get any of this allocation, then, and 
you are now forced to get your power from P.G. & E., does this affect, 
say, in 1962 or 1963, your getting an allocation of the power from 


Trinity ? 
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Mr. Jounson. No, I wouldn’t say that it would have any effect ot}, 
than to reduce the saving that the city is now gaining from the benefit 
of receiving their power from the Federal Government, becayge if 
there were to be a standby agreement as to a standby source of firm 
power, naturally there would be a monetary consideration in the 
contract with the Pacific Gas & Electric Co. 

Mr. Smiru. Is Roseville a growing community ? 

Mr. Jonnson. Yes, very much so. 

Mr. Smirn. They are going to be needing more power, I take jt 
from what you say. 

Mr. Jounson. Yes, I know that our city officials will tell you about 
the growth of the city and their needs for the next 10 or 12, 15 or 99 
years, when they testify. 

Mr. Moss. Well, Congressman Johnson, I want to thank you for 
appearing here, and I think the record should show that these hearin 
were initiated as a result of « request made by you to the very distip. 
guished chairman of the parent Committee on Government Operations, 
Congressman William L. Dawson, of Illinois. 

Mr. Jounson. Well, I thank you for that statement, Congressman 
Moss. Iam very much concerned. This has been a very controversial 
subject for a long time, and I am trying to see that our preference 
customers under the law have full advantage of the power that is made 
available by the Federal project. 

Mr. Moss. Well, thank you, sir, and I want to extend to you an 
invitation, if you have time during the next 2 days, to join the 
committee and sit with us. 

Mr. Jounson. Thank you, Mr. Chairman. 

Mr. Moss. At this time I want to have two statements read into 
the record. 

Before I do that, however, it is my understanding, Congressman, 
that you wish to make a request on behalf of Senator Clair Engle. 

Mr. Jounson. I was told before leaving Washington that he would 
submit a statement and mail it, or wire it out to you as chairman of the 
subcommittee. 

Mr. Moss. Now, I am going to ask Mr. Orville Poland to read into 
the record a statement on behalf of Senator Clair Engle, and a state- 
ment on behalf of Congressman Al Ullman, of Oregon, a member of 
the Interior and Insular Affairs Committee of the House, which has 
legislative jurisdiction over the activities of the Department of In- 
terior and Reclamation. 

Mr. Poland. 


STATEMENT OF SENATOR CLAIR ENGLE 


Mr. Potanp. This is the statement of Senator Engle. It is a tele 
gram dated March 24, 1960, addressed to Hon. John E. Moss, chair- 
man, House Special Subcommittee on Assigned Power and Land Prob- 
lems: 


I am glad your committee is giving the people of California this opportunity 
to speak up on the problems of sale and transmission of Central. Valley project 
power. The customers know best whether they like the existing wheeling ar 
rangement, whether transmission facilities and charges are equitable, or whether 
they want public low-voltage lines to provide direct service. 
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Mr. Chairman, I wish to offer brief testimony on only one question—how 
much firm dependable capacity does the CVP really produce and who gets its? 


‘1 know, for example, that in 1958 more than 300 million kilowatt-hours of firm 


wer went to the P.G. & E.; and that overall, that year, the P.G. & E. received 
pe re CVP power and paid less for it than the 20 or so public agencies that were 
entitled to preference under the law (letter from Associate Commissioner Dominy 
of April 10, 1959). Evidence is accumulating in the operating records of the 


project that considerably more firm power is being produced than is being 


delivered to preference agencies under Reclamation law. 

Installed capacity of the existing CVP plants is 629,500 kilowatts. I under- 
stand the proven operating capacity for peaking purposes is even higher. In any 
event, under the firming contract with P.G. & E., the present official declaration 
of dependable capacity is 450,000 kilowatts. And the existing public agency con- 
tracts have never had an integrated simultaneous demand greater than 390,000 
kilowatt (in August 1959). This indicates to me that about 60,000 kilowatts of 
firm CVP power is presently available for sale to new customers. It shows also 
how much good firm CVP power is going to the P.G. & E., public preference 

i anding. 
Spliumirieare 0 satisfactory explanation ever has been offered by Reclama- 
tion of the Comptroller General’s audit 2 years ago (December 1957) which 
showed that the actual dependable capacity of the existing CVP plants may be 
500,000 kilowatts or higher. If it is, the P.G. & E. of course gets that extra 
yield of firm power, too—but pays for it as secondary energy. 

Also appropriate for inquiry by this committee is the question of how much 
additional power will be provided by the Trinity division. The Trinity plants 
now under construction will have a rated capacity of 369,850 kilowatts. The 
Department of the Interior advised me last September (letter from Under Secre- 
tary Bennett of September 29, 1959) that only 200,000 kilowatts of this will be 
dependable capacity available for sale to preference customers. But in prior testi- 
mony before the House Interior Committee in 1958, when I was chairman, recla- 
mation officials stated that the Trinity plants would provide 330,000 kilowatts 
of firm capacity (testimony of Regional Planning Engineer Ivan P. Head on 
Feb. 3 and 4, 1958—pp. 260 and 285 of printed hearings). And now the Depart- 
ment says it is down to 200,000. 

This looks like another case, Mr. Chairman, where a substantial block of 
firm power may be inherited by the P.G. & E. under the label and bargain price 
of secondary energy. The Trinity power declarations warrant your committee’s 
close attention, lest the P.G. & EB. continue to be this Administration’s preferred 
customer for Central Valley project power. 

CLAIR ENGLE, U.S. Senator. 


STATEMENT OF CONGRESSMAN AL ULLMAN 


The other statement is from the Honorable Al Ullman, as follows: 


First, let me commend the subcommittee and its very able chairman for 
holding these important field hearings. 

My interest in the situation which confronts the Shasta Dam Area Public 
Utility District is a reflection of my general interest in the field of resource 
development. As a member of the House Interior and Insular Affairs Committee 
my specific concern is threefold: that the rights of this public utility district as 
a preference customer be fully protected, that the Government’s interests be 
protected in its contractual relationships with private agencies and with other 
public agencies, and, thirdly, that the Bureau of Reclamation is implementing 
both the letter and the spirit of the law. 

I am confident that the details of the historical background and the existing 
situation will be fully developed through the statements of others and through 
the question of members of the subcommittee. Let me, so as to place my own 
comments into context, merely summarize the situation as I understand it. 

The Shasta Dam Area Public Utility District was formed in 1945 to supply 
water to the people of the area. In 1947, at the invitation of the Bureau of 
Reclamation, the district became a distributor of electric power from the Central 


Valley project to the people of its area. In doing so, it became the project's 
first preference customer. 
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Since that time, the load of the district has grown steadily until 


i 
reached a level of 2,260 kilowatts at times of peak demand. Its load eat ~ 


artificially limited recently, and that limitation is the heart of the issue before 


this subcommittee. The transmission line over which it receives its power 
supply is limited to a 2,000-kilowatt-load factor. As the district’s demand 
reached that level and promised to exceed it, new arrangements were obviously 
required. To meet the requirement, three alternatives have been proposed, 

1. The Bureau of Reclamation, pursuant to its allocation of 4,000 kilowatts 
to the district, proposed to build a new transmission line. A request for the 
necessary funds was included in the budget proposals for fiscal year 1969, 

2. At this point, Pacific Gas & Electric, a direct competitor of the Shasta 
Dam Area Public Utility District, offered to wheel the necessary power to the 
district under the terms of its existing contract with the Bureau of Reclamation, 
Though such a contract was not acceptable to the district, the Bureau of Reclg. 
mation withdrew its request for funds and discontinued its plan to build the 
new Keswick-Toyon line. 

3. Unwilling to accept the terms offered by Pacific Gas & Electric, whi 
would force a raise in its rates and put it at the mercy of its primary cop. 
petitor, the public utility district has offered a third proposal. It has offered 
to build its own transmission line and is asking a 1-mill discount during the 
period of amortizing the cost of that line. At the end of that period, the 
district would be willing to turn the line over to the Bureau or to keep posses. 
sion and negotiate a reduction in the 1-mill discount. 

In view of the Bureau of Reclamation refusal to ask for funds, the req] 
question then is between the last two alternatives: the P.G. & E. wheeli 
proposal and the public utility district’s proposal to build the additional trans. 
mission line itself. The situation, for the public utility district, is a crucial 
one and becoming increasingly so. It has had to virtually stop adding cus. 
tomers and to ask its present customers to restrict usage. 

It has been forced to reject negotiations with several substantial industria] 
customers because of its inability, under present circumstances, to increase its 
load factor. Its very existence is threatened as long as it is forced to operate 
within the present arrangements since the Bureau has indicated that a sizable 
increase in the current load may result in cutting off the district’s entire 
supply. 

I am advised that the district is submitting data to the subcommittee to 
show that acceptance of its offer to build the Keswick-Toyon line would result 
in substantial savings of the Government as well as to the district itself. This 
is, of course, a most important point. There are other important points to be 
considered as well. 

1. Foreing the district to accept the wheeling arrangement with its primary 
competitor would result in increased rates in the entire area. It would, in 
short, threaten if not actually destroy the “yardstick” function which the pub- 
lic utility district is serving and for the protection of which the preference 
clause was written into law. 

2. The existing wheeling contract which P.G. & E. has with the Burean ex- 
tends only until 1971. The contract between the district and the Bureau runs 
until 1987. Even if the present terms of the P.G. & E. wheeling proposal were 
acceptable to the district, which they aren’t, the district would have no pro- 
tection for the period between 1971 and 1987. 

3. The Pacific Gas & Electric Co. does not, at this time, have the appropri- 
ate facilities to serve the Shasta Dam Area Public Utility District. Implemen- 
tation of the proposed wheeling agreement would require modification in its 
present facilities and probably extra expense on the part of the district as well. 

4. In addition to its evident desire to force the district to accept the P.G, & E. 
wheeling contract, the Bureau of Reclamation has exhibited a reluctance to 
enter into a firm contract with the public utility district for the full amount 
of the power which it has already allocated to them. The district notes that 
the Bureau has advised it that a firm contract can’t be signed until the Bureau 
has assurance that requirements beyond the amount allocated will be available 
from other sources. I join the district in wondering if this is not a responsi 
bility they have only to their own people and one regarding which the Bureau's 
concern is tinged with either evasiveness or paternalism. 
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5. Finally, the public utility district charges that in limiting each preference 
customer to the exact amount of its allocation and making no provision to allow 
one preference customer access to the unused portion of an allocation to an- 
other, the Bureau is in fact making available to Pacific Gas & Electric as un- 
claimed power at dump rates some 60,000 kilowatts of firm power. Since the 
Shasta Dam Area Public Utility District for example, is willing to purchase a 

rtion of this power, the question is again posed as to whether the best inter- 
ests of the Government are being protected in the current contractual arrange- 
ments of the Bureau of Reclamation in this project area. 

The situation, as I understand it, certainly raises serious questions. I know 
that this is the reason for these hearings and your subcommittee’s interest in 
the matter. I regret that the press of my own legislative and committee duties 
make it impossible for me to attend these hearings in person. I am grateful for 
this opportunity to express my concern and make it a part of the record. I know 
that the very able members of the subcommittee will develop all aspects of this 
situation fully and I will look forward with great interest to the outcome of 
these hearings and the subcommittee’s report. 

ank you. 

ent At ULLMAN. 

Mr. Moss. The Chairman would like to correct the record on a por- 
tion of the statement just read. 

I am confident it was an inadvertent error on the part of Congress- 
man Ullman, but the firm power of the project which is delivered to 
Pacific Gas & Electric Co. is delivered at firm power rates. That por- 
tion of the statement indicating that they are at a dump or secondary 
rate is not correct. 

At this time, I am happy to welcome my colleague on the full Com- 
mittee on Government Operations, Congressman Robert Barry, of 
New York, who is sitting with us today at the request. of Congress- 
man Clare Hoffman, of Michigan, who is the regular minority mem- 
ber of this subeommittee. Congressman Barry was delayed in arriv- 
ing here because his airplane was held up over Sacramento by some 
weather difficulties, _ 

Our next witness will be Mayor George Fleharty of the city of Red- 
ding, Calif. ; 

r. Mayor, would you introduce yourself ? : 

Mr. Frenarty. I am George Fleharty of the city of Redding, and 
[have with me today Mr. William Wenger, a consultant to the city, 
of Engineering Consultants, Inc., of Denver, Colo. He is a graduate 
of the University of Lowa. 

Mr, Moss. Will Mr. Wenger be testifying? 

Mr. Wenerr. Yes. 

Mr. Moss. Would you gentlemen stand and be sworn. 


TESTIMONY OF GEORGE C, FLEHARTY, MAYOR, CITY OF REDDING, 
CALIF.; ACCOMPANIED BY WILLIAM C. WENGER, SENIOR ELEC- 
TRICAL ENGINEERING CONSULTANT, ENGINEERING CONSULT- 
ANTS, INC., DENVER, COLO. 


Mr. Moss. Do you solemnly swear that'the testimony you are about 
to give before this subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God ? 

Mr, Fienarry. I do. 
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Mr. Wencer. I do. 
Mr. Moss. Will you identify yourself for the record ? 
Mr. Fiemarty. Mr. Chairman, and members of the committee 


, m 
name is George Fleharty. I am mayor of the city of Redding, Cali 


Mr. Wencer. I am William C. Wenger, senior electrical engineer. 
ing consultant, of Engineering Consultants, Inc., 1901 South Navajo 
Street, Denver, Colo. 

Mr. Fieuwarry. Mr. Chairman, and members of the committee, [ 
would like, at the outset of this presentation, to express the deep ap- 
preciation of the citizens of our community for the interest this com. 
mittee has shown in the sound development of the Central] Valley 
project. The best economic interests of both the Federal Government 
and local governmental units are certainly well served by the diligence 
of this committee. 

We would like to also recognize the continuing efforts of Congres. 
man Harold T. “Bizz” Johnson in requesting the current hearings, 

Redding is located at the northern end of the Sacramento Valley, 
The city has been engaged in the municipal power distribution business 
for over 30 years. This system not only pays substantial in-lieu taxes 
to the city of Redding, but provides a modern, up-to-date service at 
cost far less than that charged consumers in surrounding areas, 

Redding is currently approaching the termination date of a 10-year 
contract with the Pacific Gas & Electric Co. for. wholesale power 
supply. Beginning in the year 1955, we sought a supply of power 
from the Central Valley project. This is only natural in that Redding 
is situated just 3 miles from the Keswick powerplant, and some 6 miles 
from the Shasta powerplant. Because of our advantageous location, 
it appears from studies made for the city that a direct service at 115 
kilovolts from the Keswick switchyard of the Central Valley roject 
would result in substantial savings both to Redding and the United 
States. Our contract expires in August this year. 


SAVINGS FROM CVP POWER AND COSTS OF WHEELING 


We have renewed our request for CVP power and believe that it is 
available. 

Savings to the city, as shown in a report prepared by Mr. William 
C. Wenger, senior electrical engineer of Engineering Consultants, Inc, 
Denver, Colo., would amount to approximately 30 percent of the rate 
ence presently in effect for purchasing power directly from the 

G.&E. 

A plan for purchase of CVP power wheeled over existing facilities 
of the P.G. & E. was also carefully considered in Mr. Wenger’s report. 
This plan is definitely more favorable to the city of Redding than is the 
existing P.G. & E. contract. 

This wheeling arrangement, however, would result in additional 
charges over the cost of direct service to the city, which will amount to 
about, $81,900 per year, and further additional charges to the Central 
Valley project of $107,000 per year. The foregoing charges are based 
on predicted Redding loads for the year 1960. al 


LEE 
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These yearly costs would amount to an accrued 30-year value in- 
cluding reasonable annuity value, of the following: 


ity of Redding (at 4.5 percent rate) _-----------------~----------- $5, 000, 000 
ome (ak Siggseis teteyes. 2b 5, 100; 000 
It should be reemphasized that this is for the 1960 load only. It 
can be expected that the yearly increase in load will average 5 percent 
ryear. This would inevitably result in an increase in accrued values 
and would probably result in figures approximately double those given 


above. ‘ 
REDDING’S EFFORTS TO OBTAIN CVP POWER 


As I stated a moment ago, for the past 5 years, we have attempted 
to secure a supply of power from the Central Valley project. These 
attempts have not only been frustrating in their course of negotiation, 
but completely fruitless in their final result. I would like to trace 
their course very briefly in order that the committee might better 
understand our current plight. 

On March 10, 1955, a conference was held in the Sacramento office 
of the Bureau of Reclamation with the then Director of the Bureau. 
He stated flatly at that time that no power was available in the CVP. 
Yet, just 1 year later, the city of Roseville secured power. It had 
received the same answers as Redding, but refused to accept “No” as 
an answer, and appealed to the Congress. 

The investigation made by this committee, then under the chairman- 
ship of Congressman Earl Chudoff, revealed that, there actually was 
power available and that a block could be made available to Roseville. 
The situation which existed was the same when Redding applied for 
power as when Roseville applied. We just gave up too easily. We 
naively accepted the Government’s statements that nothing was avail- 
able and signed up with P.G. & E. 

On October 22, 1958, I addressed a letter to Mr. B. P. Bellport, the 
then regional director of the Bureau of Reclamation, pointing out our 
concern over the allocations of CVP power which did not include 
Redding. These allocations granted power blocks to certain agencies 
far beyond their apparent need. 

Further, you will recall the allocations were made only after con- 
siderable pressure from this committee to get the balance of the 
firm power in the hands of preference customers. Despite our strong 
request, we did not even receive passing consideration on this alloca- 
tion. We received a letter of regret stating that the allocations, 
as made, would not be— 
enough to meet the requirements of our existing customers during the next 2 
years. 

Contrary to this statement, the report submitted by the Bureau to 
this committee in February of this year indicates that there was 60,000 
kilowatts unused by preference customers in 1959. Moreover, it shows 


von will be an excess of 40,000 kilowatts available for a period of 
years. 
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After reviewing this current report from the Bureau, the ¢; 
' é @ cit 
cided to formally request a 4-year supply of 40,000 kilowatts of 
cated but unused power. This supply would bridge the gap betw, 
the expiration of our current contract and the completion of th 
Tea River division of the Central Valley project. 
etter making the request received the following rep] 
Mr. H. P. Dugan, regional director of the Bureau: 6 eS am 
Re your letter of March 1, 1960, I have contacted Co issi i 
— ae ee we a cane to discuss the pomntblilty of tempest ocean 
allocated but unuse ower, th t and iti 
in detailed negotiations. r ea eee ue 
I would like to thank Commissioner Dominy and Director Dugan 
for their consideration and recognition of the current possibility of 
a power supply for Redding. Although our past experiences haye 
taught us to be wary, we feel that negotiations conducted in sincerity 
inescapably will lead to the conclusion that ample power is available 
and Redding should be granted a supply on the basis. we have re. 
quested. There are several strong reasons for this. 


NATURE OF REDDING’S POWERLOAD 


_ First of all, let us examine the integration of the Reddi 
into the CVP load. _ The chart on display reveals that the Rolin 
demand for the period prior to the completion of Trinity fits wel] 


within the limits of the Bureau’s own prediction of avai 
(See exhibit A, p. 21.) p on of available power, 
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Earlier this morning Congressman Moss stated that the first pow. 
unit of the Trinity project would be completed in late 1962. A¢ that 
time there would still be 26,000 kilowatts above and beyond the negds 
of Redding within the total project. 

It is also interesting to note that the period of lowest power demanq 
for Redding—August—is exactly the same as the Bureau’s pegk 
demand. 

Trinity power, we understand, is scheduled for production in July 
1963. You will see from the chart that by that time the maximyy 
simultaneous demand of the Bureau load, including Redding, woul 
amount to only 425 megawatts—25 megawatts less than the 450 firm 
now available. 

We also contend that Redding should be entitled to priority ¢op. 
sideration due to our location. The great bulk of CVP power jg 
produced in Shasta County. There is precedent for this in the Trinity 
project authorization which reserves 25 percent of the power from 
the project for Trinity County. Not only are Shasta and Keswick 
powerplants located in our county, but two of the three power drops 
on Trinity are in Shasta County. We think we are entitled to some 
of the power benefits for our local people. 

In conclusion, we fully realize that it is the Bureau’s stated policy 
to work with preference users toward the goal of contracts for their 
compete utilization of the dependable capacity of the project. The 
blending of loans, as described on this chart, makes Redding’s request 
ideally compatible to this policy. 

In addition, the location of Redding, directly adjacent to the gen- 
erating facilities, provides substantial savings to both the Federal 
Government and Redding. This is unquestionably sound economic 
policy. 

Redding’s location also entitles it to a priority based upon similar 
recognition granted in other project legislation. 

As a result, we stand ready and eager to commence negotiations 
with Mr. Dugan at the earliest possible date. As his invitation was 
issued with full knowledge of the Redding situation, I believe we can 
reasonably expect that such negotiations will proceed without the 
sudden appearance of any further roadblocks. 

Again, our thanks to you, Mr. Chairman, to the committee, and 
to your counsel Mr. Indritz, for the valuable factfinding and con- 
tinuous probing you are doing in the best interests of the Federal 
Government and the small municipally owned utilities of California. 

At this time I would like to introduce Mr. Wenger who will, with 
the permission of the chairman, review the report briefly that he 
prepared for the city of Redding regarding direct service from the 
Central Valley project. 

Mr. Moss. Mr. Wenger, you are recognized for that purpose. 


TESTIMONY OF WILLIAM C. WENGER, ENGINEERING CONSULTANT, 
CITY OF REDDING, CALIF. 


Mr. Wencer. Mr. Chairman and members of the committee, my 
name is William C. Wenger of Denver, Colo., and our firm, Engi- 
neering Consultants, Inc., have been asked to do an engineering 
report with reference to the most economical source of purchasing 
power for the city of Redding. 
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This report we hereby submit to the subcommittee with its 


ission. . ‘ — ‘ 
Mr. Moss. Is there objection? Without objection, the report. will 


be received in the record. 
(The report is as follows :) 


PreLIMINARY Report ON ELEctric Power Service For City or REppING, CaLtr. 
Marcu 1960. PREPARED BY ENGINEERING CONSULTANTS, INC., DENVER, COLO. 


ENGINEERING CONSULTANTS, INC. 
Denver, Colo., March 28, 1960. 
Mayor Georce C. FLEHARTY, 
Office of the City Council, 
City of Redding, Calif. 

Deak Mayor FLEHARTY: In accordance with your request, we are submitting 
herewith our report on the investigation and study of the supply of electric power 
service for the city of Redding. 

This report includes estimates of cost and recommendations. 

Very truly yours, 
WILLIAM C. WENGER, 
Senior Electrical Engineer. 
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I. INTRODUCTION 


This report has been prepared to present the results of an investigation and 
study and to present conclusions with reference to the most economical source 
for purchasing of firm power for the city of Redding. 


II. GENERAL 


The city of Redding is located at the northern end of the Sacramento Valley 
in Shasta County, Calif. The population of the city is presently in excess of 
12,000, which represents a population growth of approximately 20 percent over 
the past 10 years. This city is very active and progressive, and continued 
growth equal or exceeding the past 10 years can be expected for the next 10 
years. 

Although there is a minimum of industry within the city, the commercial en- 
terprises have more than compensated for the lack of any large industries. 
Many new businesses have been established within the past year, and a great 
many more will be in operation within the next few years. This, plus the 43- 
percent increase in business from 1953 through 1958, substantiates our conclu- 
sion that this is and will continue to be a growing community. 


Til. POWER FACILITIES 


The city of Redding has for over 25 years operated a municipally owned elec- 
tric power system. This system is in excellent condition and has kept abreast 
with the growth and expansion of the city. 
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The power system consists of distribution facilities only, there being no gen, 
ation plants on the system and none are anticipated. The system now em el 
distribution at voltages of 12,000 and 2,400 volts, The present plans nt 
utilize the higher voltage—12,000 volt—distribution as much as possible Modi 
fications in this regard have been made already, and will be continued until ¢ 
the present downtown commercial area will be supplied at 2,400 volts. nly 

The firm power for the system is presently being purchased from the Pacifi 
Gas & Electric Co. even though the city is extremely close the U.S. Dene 
of Reclamation’s Shasta and Keswick hydroelectric powerplants of the Central 
Valley project. The service from the Pacific Gas & Electric Co. has been reagoy, 
ably good. The rates, however, are considerably higher than comparable rates 
for Central Valley power project. 


Anticipated powerload requirements: 
Table No. 1 gives the anticipated powerload requirements for the period from 
1960 to 1970. The basis for these requirements has been the average yearly jp. 


creases in powerloads over the past several years. This increase has averaged 
approximately 7% percent each year. 


TaBLeE No. 1.—System power requirements anticipated load growth 




















ee 

Maximum | Total yearly Average Average 

demand energy monthly monthly 

Year for year (kilowatt- maximum energy 

| (kilowatts) hours) demand (kilowatt. 

(kilowatts) hours) 

a a tec eae eebee en 27,700 | 106, 952, 000 20, 500 8, 913, 000 
Sn 34... So ag wees at wcuoeceee aaa 29,500 | 114, 788, 000 22, 002 9), 568, 000 
igi se? is 255 al beeece hada 31,500 | 124, 637, 000 23, 825 10, 386, 000 
aie Bri ae ceded semececonucegunaandeeget 33, 800 | 185, 176, 000 25, 908 11,265, 000 
Sepprer es Sieri i tent 2S tts. laduenaveee 36,400 | 153, 671, 000 28, 820 12. 806, 000 
eh oid cakes edd ddicnadigepdangehe~eneaes 38, 200 | 160, 958, 000 30, 260 13, 413, 000 
Rosa. k dite te nige quinine ean Sane atte ae 40, 900 168, 718, 000 31, 700 14, 060, 000 
Me S50 EE ee ee 41,900 | 176, 915, 000 33, 140 14, 743.000 
7a aaa ‘osthiaccScined Wie itenteinit cna cae 43, 700 185, 200, 000 34, 580 15, 433, 000 
WO eae AR 8 Tg he 45,500 | 192,713, 000 36, 025 16, 089, 000 
a Senn se concen kandl Jessel 47, 300 200, 337, 000 37, 466 16, 695, 000 





For the 1960 to 1970 period, the population and business growth is expected 
to equal or exceed the growth for the corresponding 1950 to 1960 period. An- 
ticipated power requirements should, therefore, increase proportionally to this 
growth. Because of the possibility of natural gas being available in this area, it 
was considered necessary to take a conservative approach, and, therefore, allow 
for power expansion at approximately the same overall rate as was calculated 
from records for the past several years. 


IV. POWER SUPPLY PLANS TO BE CONSIDERED 


There are three plans from which the city of Redding may obtain power for 
its distribution system. These are: 

Plan A.—Continue to purchase power from the Pacific Gas & Electric Oo, at 
the present delivery point. 

Plan B.—Purchase power from the Central Valley project at the 115-kilovolt 
Keswick switchyard. 

Plan C.—Purchase power from the Central Valley project, but contract to 
have the Pacific Gas & Electric Co. “wheel” this power over its system. 

The present rate structures for all three plans are given in table 2. Each is 
subject to modifications from time to time; however, for this report, the present 
rate structures have been utilized for comparison purposes. 
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TABLE No. 2.—Purchase of electrical power rate structure 


P.G. & E. PRESENT RATE SCHEDULE 


nd: 

a O00 lowatts, flat Charge. ilo 2el lee $315. 33 
Next, 300 kilowatts, $1.05 per kilowatt-__---------------------- 815. 00 
Next, 500 kilowatts, $0.79 per kilowatt-_-----------~...----.- 395. 00 
Next, 1,000 kilowatts, $0.63 per kilowatt--------------~---~---- 630. 00 

Seneetl,..2000- RilewS tts ..nnccew ener ee eeeennemmaeen 1, 655. 33 


All excess of 2,000 kilowatts, $0.42 per kilowatt. 
ergy charge: < 
™ 150 X peak demand, $0.0075 per kilowatt-hour. 
150X peak demand, $0.0054 per kilowatt-hour. 
Excess, $0.0044 per kilowatt-hour. 
Power factor adjustment—Average 2 percent of energy charge, discount total 


pill, 10 percent. 
USBR PRESENT RATE SCHEDULE 


Demand: All, $0.75 per kilowatt. 
charge: 
a Sank demand, $0.004 per kilowatt-hour. 
130X peak demand, $0.003 per kilowatt-hour. 
Pxcess, $0.002 per kilowatt-hour. 
Discount, 5 percent. 
Discount should customer take delivery directly from 115 kilovolts or 230 
kilovolts, USBR bus, 5 percent, 
Wheeling charges : 
Charge to customer (for power delivery at voltage of less than 22 kilovolts).: 
Demand, $0.22 per kilowatt. 
Energy, 4 percent of total kilowatt-hour Xaverage rate (assumed aver- 
age rate of 4.51 mills). 
Charge paid by USBR: 
Demand, none. 
Energy : 
Base wheeling, $0.001 per kilowatt-hour. 
Losses, 5 percent of total kilowatt-hour < average rate (assumed avet- 
age rate of 4.51 mills). 


V. POWER OBTAINED FROM PACIFIC GAS & ELECTRIC CO. 


The total rate determined for power obtained from Pacific Gas & Electric Co. 
is approximately 6 mills per kilowatt-hour. This rate determination considered 
a continuation of a 10-percent discount which is now being given to the city of 
Redding by the company. 

Whether the overall 6 mill per kilowatt-hour rate would apply under a new 
contract cannot be determined at the present time. It is known that the present 
interconnection facilities at Redding are inadequate for future needs. This 
means the company must replace the existing three, single-phase, 69—12-kilovolt 
transformers in the near future. It is possible that this new capital expenditure 
could be passed on to the customer in the form of higher rates. 

Table 3 gives the total yearly dollar price which the city of Redding would be 
charged by Pacific Gas & Electric Co. for power actually delivered to the city. 
As previously noted, these charges are based on the present rate structure and 
have been calculated from average monthly power requirements. 
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VI. POWER OBTAINED FROM CENTRAL VALLEY PROJECT 


(A) General.—The Central Valley project has been said to be short of 
for new power commitments. A recent estimate of maximum integrated dem . 
of preference customers prepared by the U.S. Bureau of Reclamation does hot 
substantiate this shortage, although it is recognized that future allocation for 
this amount of firm capacity to preference customers may have been made, 


TaBLE No. 3.—Annual power cost service by P.G. & EB, 


—————— Tra 








A oe pe 
Average Average monthly 
monthly monthly Average total| charge with | Total yearly cheney 
Year demand energy monthly 2 percent charge 10 percent 
charge charge charge reduction for discount tp 
power factor city 
adjustment 
aideinth ens Aeate aah taeaielsnndaegtnie ap eneaansisamaiaete a 
Bt rutotennss $9, 425. 33 $51, 824. 70 $61, 250. 03 $60, 025.03 | $720,300. 36 $648, 270.32 
Dit asen eens 10, 056. 17 55, 621. 63 65, 677. 80 64, 364. 24 772, 370. 93 695, 133, &4 
RI 10, 821. 83 60, 350. 77 71, 172. 60 69, 749. 15 836, 989. 80 753, 290 &2 
aaa ietinsiii ee ctaindnss | 11, 696. 69 65, 499. 42 77, 196. 11 75, 652. 19 907, 826. 24 17, 043, ® 
I cdichilntciimesaecie 12, 919. 73 74, 070. 70 86, 990. 43 85, 250. 62 | 1, 023, 007. 44 920, 706, -) 
i ctntd-ansieasiaainsias 13, 524. 53 77, 627. 10 91, 151. 63 89, 328. 60 | 1, 071, 943. 20 964, 748, §8 
ntateneceneces 14, 129. 33 81, 363. 50 95, 492. 83 93, 582. 97 | 1, 122,995.64 | 1, 010, 696.08 
C—O 14, 734. 13 85, 250. 30 99, 984. 43 97, 984.74 | 1, 175,816.88 | 1, 058,235 19 
ee 15, 338. 93 89, 171. 90 104, 510. 83 102, 420.61 | 1, 229,047.32 | 1,106 149.59 
dip cnchumenmen 15, 945. 83 92, 814. 97 108, 760. 80 106, 585. 58 | 1, 279, 026.96 | 1, 151, 124.98 
ere cmtileerabte 16, 551. 05 96, 499. 59 113, 050. 64 110, 789. 63 | 1,329, 475.56 | 1, 196, 528 9 








The firm capacity of the Central Valley project has been set at 450 megawatts 
The estimate as shown on chart A shows that the maximum demand is expected 
only to reach 410 megawatts by 1964. 

The maximum demand of the city of Redding for the period between 1960 and 
1964 is estimated at a maximum of 40 megawatts. Because the Redding system 
peak demand does not coincide with the estimated peak demands of the Central 
Valley project, projection of the city of Redding demand on the Central Valley 
demand, as shown on chart A, makes the total to be less than the 450-megawatt 
firm capacity of the Central Valley project. 
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The city of Redding being a preference agency, the priority allow 
tracting for Central Valley power cannot be challenged unless no power 
immediately available. Even on an interim basis, the city should have > 
erence over private utilities. Should the city now be allowed Centra] Valley 
project power, it is reasonable to assume that additional generating facilitia 
will be available on the Central Valley project to meet the power requirem . 
of the city of Redding after 1964. = 

(B) 115-kilovolt Keswick interconnection.—In order for the city to rece} 
Central Valley project power at the 115-kilovolt Keswick switchyard, it er 
be necessary for the city of Redding to build 115-kilovolt transmission facilitj 
to transmit and receive this power. The facilities required for this pa 
would consist of 115-kilovolt transmission lines, 115-kilovolt terminal substation 
and appropriate stepdown transformer banks. . 

The switching diagram for the terminal 115—12-2.4-kilovolt substation jg shown 
in figure No. 1. The capital expenditures required for this installation ar 
given in table No. 4. The transmission line costs are given in table No, 5, 


€d for cop. 


FIGURE 1,—DISTRIBUTION SUBSTATION Basic SwWitcHine Dracray 


11 5- KV 
Keswick Switchyord 


I 


20,000/40,000 Ye iY AAW 30,000/40, 000 






MS Grd ¥ /AI2KN WY U5 Grd Y/ J2KV 
7, 500/4,3 
Sap ¢ 42-24KV 
FA rm \ 
e qq £ ’ C 
: th. 
Ui; . 
\ \ . ' 7 
Le , 
: | 0 
* ¢ | 
' ' 
a, ae Y 
Future (2 KV /2 KY 24kv 
/2 KV Feeders Feeders Feeders 
Feeders 
Area Requirement --- j00 x 300 feet 


The total and annual costs of these facilities, based on 10-year revenue bond 
financing, are shown in table No. 6. These costs include the construction costs 
for relocation of existing distribution lines due to a change in the delivery site 

The total rate determined for purchasing Central Valley power is approx: 
mately 4.15 mills per kilowatt-hour. Including annual charges for transmissio 
facilities, the comparative rate would increase to 5.4 mills per kilowatt-how. 
These rates consider a 5-percent discount on any Bureau billings for the city 
using its own facilities for Central Valley power. 

Table 7 gives the total yearly dollar price which the city of Redding woul 
be charged for receiving Central Valley power. Again, the charges are based 0 
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the present rate structure and have been calculated from average monthly power 















































for cop. uirements. a a 
OWer jy (0) Wheeling arrangement.—This arrangement would eliminate the need for 
ve pref. high-voltage transmission facilities for the city of Redding. The power would 
Valley be purchased from the Central Valley project, but wheeled or transmitted on 
ACilitieg existing Pacific Gas & Electric Co. lines. Interconnection to the city would be 
rementy at the present location. 
receive TABLE No. 4.—Distribution substation cost estimate 
L would — 
Actlities Items Costs 
Service a . a cea Saleh nities a is FG 8 
stati | l 
Cation, No Description Materials, Labor, | Total 
or | equipment | installation | 
’ shown a 4 ISTO Dus Je! iE = 
ion 
- ae N= rac seein pte Soar ee $5, 000 
i Sl, COR. a rncnnwenn seman sspedenscensnacs Sees cine raheem | $7, 500 7, 500 
3} 115-kilovolt steel structures.............-....-..-.. ---| 4, 800 2, 900 7,7 
4| Foundations (115-kilovolt portion ‘ : 1, 500 | 2, 000 | 3, 500 
5 | 230,000/40,000 kilovolt-ampere, 115-12 kilovolt, 3-phase | 
power transformers Raha eenmsdeteaatin 305, 500 14, 300°! 319, 800 
6 | 2115-kilovolt disconnect switches, MGO___..._.__.__. | 6, 400 | 700 | 7, 100 
7 | 12-kilovolt and 2.4-kilovolt steel structures ___........- 12, 000 6, 400 | 18, 400 
§ | Foundations (12- and 2.4-kilovolt portions) ___...._____ 4, 000 6, 000 | 10, 000 
9 | 32,000-ampere, 14.4-kilovolt PCB__.._....--____.._.__] 75, 000 | 4, 500 79, 500 
10 | § 1,200-ampere, 14.4-kilovolt PCB__...-.-_-._-__..--._- 31, 000 3, 800 | 34, 800 
11 | 24 2,000-ampere, 14.4-kilovolt, hook-operated discon- 
nect switch ...............-. ba bn SgAbth wwba 7, 200 600 | 7, 800 
12 | 42 2,000-ampere, 14.4-kilovolt, hook-operated discon- 
nect switch - Se seesaseswoenagvas~snes el 6, 100 900 | 7,000 
13 | 1 7,500/9,375 kilovolt-ampere, 12-2.4 kilovolt, 3-phase 
i transformer -_- SE ices a 41, 600 | 2, 100 | 43, 700 
| 14 | 2.4-kilovolt switchgear ____- ee Oe 10, 000 | 5, 000 | 15, 000 
15 | Control and metering. ._____ gare edhasdeick cate 8, 000 | 10, G00 | 18, 000 
16 | Control building. .__.....__. a7 Sh Sa Dae 2, 500 | 3, 500 | 7, 000 
ee ON ad AR. Oe es olds 4 5, 000 | 5, 000 | 10, 000 
RV Subtotal. ____- Tees 525, 600 | 75, 200 600, 800 
| Contingency and overhead.__-._.-_--...._- ‘ honanedieh lebeees ; 105, 100 
lagi Arie cnc tte eo - Poenoee yu! ol oh 525, 600 | 75, 200 | 705, 900 
TABLE No. 5.—115-kilovolt transmission line basic design data 
> ae Oe Ge. . 3. Approximately 3 miles. 
IES ea ee 115 kilovolts. 
3. Type of structures__._.________ H-frame wood. 
4. Number of circuits_._.c._____. 2 circuits. 
i I OU a Approximately 600 feet. 
3 ieee leap again 336.4 all aluminum. 
(a ae ee 3g inch 7-strand steel. 
; I cad aes Ei te a 7 5% by 10 inch insulator/assembly. 
9. Loading conditions__________- Light. 
i eet Accordance with California code. 
11. Right-of-way width__________ 175 feet. 
TABLE No. 5.—115 kilovolt transmission line cost estimate 
' } 
M | Costs— 
No. Items— Description aiek, dell 
| Materials | Labor Total 
1 os ad cinch - $1, 000 |...... wa-o---| $1, 000 
2 bond tN a ean ccennceas apnaneite sda aes $1, 800 | 1, 800 
1 costs I 2, Ss re Fe gee ee es 16, 400 20, 400 | 36, 400 
v site | ii acd rath wai teliceni et 12, 800 3, 400 16, 200 
nod SO gt cake 5, 200 | 1, 400 | 6, 600 
proxi 6 | Insulators and hardware...............ss—sst—s—s—S 5, 200 | 2, 000 7, 200 
ion een eseenasnsnensass jetatermnepseatsietessesiaibosth een 
vs | Subtotal 40, 600 29, 000 | 69, 200 
-hour. | UN ww mn nnn an = nnn nn ne =e == , “%; | Y; 
= | I Ne ee een 12, 500 
e city sateheaiatoniapastcomieaecane ee ieee 
OE SE ee ee ee 40, 600 29, 000 81, 700 
would | I lt nmi hci sienna etc 


ed 00 
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TABLE No. 6.—System requirements cost summary 


2) vl Leesa 50, 000 

NE i DIN ites iscrsminippintapgiepninrrmecngnreninitaing ee 
Capital expenditures annual cost 

A a foe $37, 692.0 

2. Amortization (repayment 1970) --.-----_----_--_-_--__________ TT toe 

AI AI I pine cits tienen nnn ooncanenenens 16 oon 

4. Insurance, rentals, administration, and overhead_____-__________ Sones 

i En ta la hh date httttlhe ad itnhnd itis cihhlin ae eine 

LL 

Pot A aie a in nnn nnn nnn nnn nn nnn nnn wn neni 145, 389, 93 


TABLE No. 7.—Annual power costs direct service from USBR Keswick switchyard 


a 
| | 























—_ Yearly 
Average Average Average Total yearly | 5 percent 
monthly monthly total Total charge with | discount ¢ 
Year demand energy monthly yearly 5 percent to direct 
charge charge charge charge discount connection 
to city to HV 
switchyard 
bus 
; Ee $15, 375. 00 $25, 821. 00 $482, 352.00 | $458, 234. 40 $435, 322. 68 
ea 16,501.50} 27,712.78 530, 571.36 | 504,042.79 | 478, 840.65 
ert 17, 868. 75 30, 063. 75 575,190.00 | 546,430.50 | 519, 108. 9 
Meio. .5---s 220 19,431.00 | 32,634.12 | 624,781. 44 593, 542. 37 563, 865, 25, 
es "| 21, 615. 00 | 36, 851. 80 | 701, 601. 60 | 666, 521. 52 633, 195. 44 
eee tee 92’ 695.00 | 38,627. 40 | 735, 868.80 | 699, 075. 36 664, 121. 59 
[ee 23, 775. 00 40, 483. 00 771, 096. 00 732, 541. 20 695, 914. 4 
= ; . 42, 410. 60 807, 187. 20 766, 827.84 | 728, 486, 45 
44. 352. 20 843, 446. 40 801, 274. 08 761, 210. 38 
46, 167.75 878, 238.24 | 834, 326.33 792, 610. 01 
48, 001. 74 | 913,214.88 | 867, 554.14 824, 176, 43 
} 








This arrangement would not require any capital expenditures by the city unless 
the city decided to provide the 69—12-2.4-kilovolt transformed interconnections. 
The existing facilities, however, could be utilized provided that the Pacific Gas 
& Electric Co. would increase the present capacity of the 69—12-kilovolt trans- 
former interconnection. 

The average rate determined for purchasing Central Valley power on a wheel- 
ing basis for the city of Redding is approximately 4.8 mils per kilowatt-hour. 
This is for delivery at voltages of 12 kilovolts and 2.4 kilovolts. 


VII. COMPARISON OF PLANS 


The most favorable plan for the city of Redding is plan B where power is ob- 
tained from the Central Valley project directly from the 115-kilovolt Keswick 
switchyard. Table No. 8 presents an economic comparison between this plan 
and plan A where power is obtained from the Pacific Gas & Electric Co. The 
result shows that a $1 million savings can be expected by 10 years hence. 
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TaBLE No. 8—Cost comparison, USBR direct service versus P.G. & EB. 


Cost USBR service Accumu- 
Total ed lated sur- 
cost | Yearly plus based 
Year P.G.& E.| Annual Cost Cost of differ- on USBR 
service charge power tempo- Total ential versus 
facilities | service rary cost P.G. & E. 
service delivery 
—————— 
BE pidoaseeaeo— $324, 000 $73, 000 | Zine dederates $360,000 | $433,000 | —$109, 000 —$109, 000 
eer ey 695,000 | 146,000 | $479,000 |.....__..- 625,000 | +70,000 —39, 000 
To 753,000 | 146,000 | 519,000 665, 000 +88, 000 +49, 000 
meres Tyo 817, 000 146, 000 564,000 |... 710, 000 +107, 000 +156, 000 
ere 921,000 | 146,000 | 633,000 |- 779,000 | +-142,000 | +298, 000 
Stayed ed! 965, 000 146, 000 664,000 |... 810, 000 +-155, 000 +-453, 000 
EH eee tk ped 1,011, 000 146, 000 696, 000 842, 000 +169, 000 +622, 000 
aes tt ; 146, 000 728,000 |......--..} 874,000 +184, 000 +-806, 000 
146, 000 701, 080 lhdjwadidgand 907, 000 +199, 000 | +1, 005, 000 
146, 000 SS OO ee 939, 000 -+212,000 | +1, 217,000 
73,000 | 412,000 }-....--... 485,000 | -+113,000 | +1, 330, 000 


Neen en en nna eee ee ETIEInInIEII IIT nIEIEISnEIInEIID IESE 


Plan B also shows a savings over plan C (wheeling arrangement) although 
this savings could not be realized until about 1975. For the first 10 years, plan 
¢ is more economical since the total annual cost would be less than plan B. 
When the cost of transmission facilities required for connection to the 115-kilo- 
volt Keswick switchyard is paid, however, the reverse is true. 


VIII. CONCLUSIONS 


The purchase of Central Valley power has a marked advantage over the pres- 
ent arrangement of purchasing power from the Pacific Gas & Electric Co. 

The purchase of power directly from the Keswick 115-kilovolt switchyard is 
favored over the wheeling arrangement primarily because the direct service con- 
nection offers greater advantage to the Government. In Wheeling, it has been 
the Bureau’s standard practice to absorb a maximum of 1 mill per kilowatt 
hour wheeling charge and up to 5 percent of the monthly kilowatt hour to cover 
transmission losses. Should a more favorable arrangement for wheeling be 
negotiated, this plan should be reevaluated. This could possibly be arranged, 
especially for the city of Redding since the city is not only close to the Central 
Valley power source, but also is close to existing stepdown substation facilities 
of the Pacific Gas & Electric Co. 

The Keswick 115-kilovolt switchyard interconnection plan will necessitate a 
continuation of the present service from the Pacific Gas & Electric Co. until such 
time as the 115-kilovolt transmission facilities can be completed. A minimum of 
6 months would be required for completion of these facilities. The time would 
be contingent upon delivery of the 115—-12-kilovolt power transformers. The 
6-month estimate for completion is based on transformer delivery of 4 months. 

Some modifications will undoubtedly be required at Keswick 115-kilovolt 
switchyard to provide for service to the city of Redding. It is estimated any 
modifications required would not cost more than $50,000. It may prove advis- 
able for the city of Redding to assume this cost so that the Government would 
be able to furnish this power without any additional investment. 


Mr. Wencer. This report was prepared primarily for the city of 
Redding. However, we believe it is now pertinent to this hearing. 
A brief summary of this report follows. 


SUMMARY OF REPORT ON REDDING’S POWER REQUIREMENTS 


It should be noted that the high points of the report are based on 
the anticipated load growth for the city of Redding, and that three 
plans are considered for the purchasing of wholesale power. 
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The anticipated load growth has been based on the past records of 
the city of Redding, and this report shows we can predict during the 
1960 to 1964 period that the maximum demand for the city of Redding 
should reach approximately 36,000 kilowatts in 1964. 

At the same time, the total yearly energy would increase from 
proximately 106 million kilowatt-hours for 1960 up to 153 million kilo. 
watt-hours in 1964. 

We also projected it further until 1970 at the rate of 5 percent, 

The peak demands shown on the chart indicate, as Mayor Flehart 
has said, that the maximum Bureau peak in August coincides with 
the minimum demand of the city of Redding. The city of Redding’s 
maximum demand is expected in either December or January. 

It should also be noted that only in these 2 months should a demand 
of that nature or magnitude be predicted. For the remainder of the 
year, the maximum demands by month would be much lower and 
could possibly go as low as 16,000 kilowatts in any 1 given month. 

The report considers three plans. Plan A involves continuing to 
purchase power from the Pacific Gas & Electric, at the present 
delivery point. 

Plan B involves purchase of power from the Central Valley project 
at the 115-kilovolt Keswick switchyard. 

Plan C involves purchase of power from the Central Valley project 
but contract to have the Pacific Gas & Electric “wheel” this power 
over its system, 

In comparing these plans, it was found that plan B was most favor. 
able to the city, then plan C would follow, and plan A would be last, 

The comparison has been made on what is known to be present rates, 
and it might be added that from previous testimony there was no 
consideration given to standby or auxiliary power requirements under 
plans B and C, as such. 

Plan B, in essence, involves building a 3-mile, 115-kv transmission 
line from the existing 115-kv Keswick switchyard, to the city of 
Redding. In this plan, it is assumed that the city of Redding would 
build the lines; in other words, it is for direct service to the city of 
Redding out of the existing facility at Keswick. 

On table 8 of the report, you will find a comparison between getting 
direct service from Keswick over the Bureau system, versus Pacific 
Gas & Electric Co cost, and this comparison shows that in a 10-year 
period the city could realize a saving of over $1 million. This saving 
would undoubtedly be passed on to the consumers within the city of 
Redding itself. 

It is realized that in the direct service plan, the existing facilities at 
Keswick would probably need some modification. Just how much is 
undetermined at this time, and we have recommended to the city that 
either all or a proportionate share of such cost, as stated in the last 
paragraph of the report perhaps should be assumed by the city of 
Redding. However, it would be contingent upon the amount of cost 
that is involved. I have estimated this cost as approximately 
$60,000. 

Mr. Moss. Mr. Indritz, do you have questions ? 
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COMPARISON OF PLANS 


npritz. Mayor Fleharty, did you say that plan C, to purchase 
Gi ower and Love it wheeled over existing P.G. & E, facilities, 
was definitely more favorable to the city of Redding than the existing 
: E. contract ? sth 8 
Te eeerr, Yes. It would be more favorable than the existing 
i as & Electric contract. 
ae Themes To whom would it be more favorable ? 

Mr. Frenarry. The wheeling contract would be more favorable to 
the city of Redding than the existing Pacific Gas & Electric contract 
with the city. 

Mr. Invritz. How much would the city of Redding save under the 
wheeling plan as compared to the city’s costs under the existing 
P.G. & E. contract ? 

Mr. Wencer. On a wheeling basis? ah 

Mr. Inprrrz. Comparing the wheeling with the existing P.G. & E. 
contract. 

Mr. Fienarty. Mr. Indritz, those figures would have to be compiled 
from the record. We will be happy to compile them. I have available 
only the figures gained from the city of Redding from the present 
Pacific Gas & Electric service, as compared to the direct service, which 
I can give you at this time. 

(Subsequently the city of Redding supplied the following data 
compiled by Mr. William C. Wenger, of Engineering Consultants, 
Tne. :) 


City of Redding, Calif., annual power costs, USBR services via Wheeling 


























Yearly Wheeling charges Yearly cost, 
Year charges, scastithtasteninansdasredhicnggasiaimmtemooenioamiet SOT ae 
exclusive charges ! ernment 
wheeling Demand Energy 
Wee cn ddedoeeewi nk li $229, 117. 20 $27, 060 $9, 647 $265, 824. 20 $54,079 
i 504, 042. 79 | 58, 085 20, 708 582, 835. 79 115, 471 
546, 430. 50 62, 898 22, 485 631, 813. 50 125, 421 
593, 542. 37 68, 397 24, 386 686, 325. 37 135, 981 
666, 521. 52 76, O85 27,722 | 770,328.52 154, 998 
699, 075. 36 79, 886 29, 037 807, 988. 36 162, 300 
732, 541. 20 } 83, 688 30, 437 | 846, 666. 20 170, 137 
766, 827. 84 | 87, 490 31, 915 | R86, 232. 84 178, 468 
801, 274. 08 91, 291 33, 410 925, 975. 08 186, 899 
834, 326. 33 | 95, 106 34, 765 964, 197. 33 194, 454 
433,777.07 | 49, 455 18,071 501, 303. 07 101, 068 





| t | | 
teense ii esis eset anette beers 
1 Excludes any costs chargeable to the city of Redding for replacement of existing P.G. & E, terminal 

facilities at Redding substation. Present facilities should be overloaded by end of this year. 


Cost comparison, USBR wheeling versus P.G. & B. 
rr ne Perse peeeeeeEEEe meee 














| | 

Year | Total cost, | Total cost, | Cost differ- | Total accu- 

| P.G. & E. wheeling | ential mulated cost 
| 

$324, 000 $266, 000 | $58, 000 | $58, 000 

695, 000 583, 000 | 112, 000 | 170, 000 

753, 000 632, 000 121, 000 | 291, 000 

817, 000 686, 000 | 131, 000 | 422, 000 

921, 000 770, 000 | 151, 000 573, 000 

965, 000 808, 000 | 157,000 730, 000 

1, 011, 000 847, 000 164, 000 894, 000 

1, 058, 000 886, 000 | 172, 000 1, 066, 000 

1, 106, 000 926, 000 | 180,000 | 1, 246, 000 

1, 151, 000 964, 000 | 187, 000 | 1, 433, 000 

598, 000 501, 000 | 97, 000 1, 580, 000 


| 
ret testhnccreeesitnenesnil ssi amass ecnmaittieiatae Aastra 
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Rate cost comparison, USBR wheeling versus USBR direct service 


Tec. oc LL... eee 


USBR USBR Cost 





r . ' Accum 
Year charges with charges, differ ulated 
wheeling | direct service _—_ total 
1960 (half) 266, 000 $218 aA 2c 
Sbusdentdeissennwihbaoosndertibansnauns 266, 218, 000 

Ror ee 583, 000 479, 000 ir = $48, 00 
a en es I I eLdbbeadodead 632, 000 519, 000 113,000 152, 000 
Re peettiicivensnvegrahregendsognuiniighaambie 686, 000 564, 000 122° 000 265,00 
Sisebblakieg sce big alitlgbin hckagioby links 770, 000 633, 000 137, 000 pad 
Si icscnnenenbensh anne tQiShdPSla-k ohn Aakes 808, 000 664, 000 144,000 24, Oo 
NR er TT tial eigemmekes 847,000 695, 000 152 000 668, 000 
7 penned aL bbe, dE 886, 000 728, 000 158, 000 £20, 00 
Sidanten~ntvehond it rihanna enen Teo atR 926, 000 761, 000 165, 000 lige 
RE i ply Cates danles otras Sahes aoe 964, 000 793, 000 171, 000 lien 
aca een 501, 000 412, 000 89, 000 r 43 00 


Cost comparison, USBR wheeling versus USBR direct 


(30-year evaluation] 























Year Wheeling Direct ! Differential | Accumulated 
vs ae actin LT 
1960 (half)_.._- bh ewes sus ok Sate wtSb ELS Se 266, 000 291, 000 —25, 000 —25, 000 
lal na ok a Ma asineiingbenenel dedaemmenms 583, 000 625, 000 —42, 000 —67, 000 
RENE ao et ces cathes as. ssaveaess ce gnaasebaee, 632, 000 665, 000 —33, 000 —100,000 
RO iis tind oben bodad$ cinn sciiqenctippenigedocaqmpet 686, 000 710, 000 — 24, 000 124.00) 
i tnedddtenvsksisecacsodpvantpdinnr<gunresa 770, 000 779, 000 —9, 000 ~133 00) 
Eh Mls ded in ba ichtne rand dain dhhbgohnbng daebsy 808, 000 $10, 000 +2, 000 —131, 00 
and t Gono cecieremaisu adn dcwet beet emekaeebiet 847, 000 841, 000 +6, 000 —125, 000 
SS ee seneedemaadaes 886, 000 874, 000 +12, 000 ~113,000 
Re ct escecenl ats omunyldnodun ss oseetiecas 926, 000 907, 000 +19, 000 ~ 94,000 
CREE do tdalticcncarcwccasaccuegatehenscntel 964, 000 939, 000 +25, 000 —69, 000 
| er a are SIETAsT ohh a aed wig tht 501, 000 485, 000 +16, 000 —53, 000 
SEP ED rca cs-cactibokastccunduebthandodcnnvk 501, 000 427, 000 +74, 000 21, 000 
Re tk 2s. stint ing | 1,002,000 854,000 | +148, 000 +169, 000 
1972 to 1988 8. ......... scndidvnncdaadlssebebebeecses|sanenveeice hee 
ee 18, 036, 000 15, 372,000 | +2, 664,000 | +2, 833 000 
SS Socerasenn rece b star teers lea deoe 501, 000 427,000 | +74,000 | +2, 907,009 





- Includes $146,000 per year annual charges for the first 10 years and $30,000 per year for the remaining 
years. 

2 Redding’s load considered constant after 1970 which is a conservative approach. 

3 Each year same as 1971. 


Mr. Inprrrz. Could you indicate the advantage to the city of Red- 
ding by buying Bureau power directly as compared to the existing 
P.G. & E. contract? 

Mr. Fienarry. On a direct service basis? 

Mr. Inprirz. On a direct service basis. 

Mr. Fienarrty. In the first 10 years we would have a net gain in 
assets of $2,130,000. 

I use the term assets here, because it would be amortizing the cost 
of the power facilities during that period, which is some $800,000. 

In the second 10 years, and the second 10 years are based solely = 
the appreciated load size at the end of the first 10 years, with no fur 
ther growth taken into consideration, and based upon that load at 
that time the savings for the second 10 years would be $3,500,000, 
which amount would be passed on to the consumers of the utility, be- 
cause the system at that time would have been amortized. 

Mr. Invrrrz. In your statement, Mr. Fleharty, you mentioned that 
the city of Redding would have to bear extra costs of $5 million at 45 
percent rate. What costs did you refer to? 

Mr. Wencer. This cost is the difference, if I understand your ques 
tion, the $81,900 per year is the cost to the city on the basis of an i 
creased cost to the city, compared to direct service only. 
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Mr. Invrrrz. So that that figure of $5 million additional cost to the 
city of Redding is the additional cost for wheeling power as compared 
tothe cost of obtaining the direct service? 

Mr. Wencer. Yes, it isa difference in cost. I would like to add one 
thing here, and that is in our analysis of our cost for direct service we 
have allowed 5 percent discount, an additional, I should say, 5 percent 
discount to the city for direct service. 

Mr. Inprirz. If there were no discount, would the savings be even 
larger ? : 

Mr. Wencxr. No, the savings would be less. : 

Mr. Inprrtz. Now you mentioned another figure of $5,100,000. Is 
that the additional cost to the Central Valley project for wheeling ? 

Mr. Wencer. That is correct. hai 

Mr. Inpritz. As compared to the service by direct transmission ? 

ER. Yes. 

ase Ruenee Is it then your conclusion that both the Federal Gov- 
ernment, and the city would save very substantially by having power 
sold to the city by direct service ? 

Mr. Wencer. Yes, they would. 


REDDING POWER RATES 


Mr. Inprrtz. Do you expect that the same basic rate structure of 
the P.G. & E. that is now in effect would continue if the city continued 
to get the service from the company / 

Mr. Frenarty. That, of course, is a difficult question to answer at 
this time. However, in 1955 the local official of the company at that 
time indicated that we were extremely fortunate to enjoy a preference 
rate because of our location, and our competitive situation, and that it 
was his personal opinion that we would not receive any such rate in the 
future. 

So, if I might elaborate a moment on that, the other public munici- 
pally owned electric utilities in our area pay a higher cost for their 
wholesale power at the present time than does Redding, and this is 
because of the competitive situation in Redding itself. 

Mr. Inpritz. Does that mean that the difference between the existing 
P.G. & E. contract and the cost of obtaining Bureau power might be 
even greater if the rate structure were to increase under the P.G. & E. 
service ? 

Mr. Fienarry. I believe that is correct. If the threat of competi- 
tion were erased, I have no doubt but what our current contract would 
be considerably more expensive. 

Mr. Inpritz. Have you estimated how much more that would cost 
the city ? 

Mr. Wancss: None has been prepared. 

Mr. Fiznarry. Above the current rate? 

Mr. Inprrrz. Yes. 

Mr. Frenarry. I have no accurate estimate. We have prepared 
figures, and it is considerably greater at this time. 

Mr. Invrrrz. Would any modifications be required in the system if 
you had a wheeling arrangement ? 

Mr. Wenarr. Very likely, because the existing facilities with service 
from the Pacific Gas & Electric Co. are such that the present load as of 
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now is caught up to the present capacity of the intersection of 60,09) 
volts, down to 12,000 volts. ' 

To say it another way, if they continued service on the basis of the} 

resent contract with Pacific Gas & Electric Co., the Pacific Gas & 
lectric Co. would undoubtedly have to go in and replace the existip 
transformer plant to meet the increased load. 8 

Now, how this affects the wheeling arrangement, I cannot answer for 
sure, because that depends on negotiations between the city of Reddip 
and Pacific Gas & Electric Co. g 

Mr. Inpritz. Would the cost of such changes be passed on to the city 
in the form of increased power rates ? : 

Mr. Wencer. Well, it could be. I mean, it would just be—it could 
be considered a reason for increasing the rates. Howeyer, the com. 
petition between CVP power and Pacific Gas & Electric Co. is really 
the main deterrent to raising the rates at the present time, I would say 

Mr. Invrirz. If that competition were eliminated, would that deter. 
rent no longer be present ? 

Mr. Wencer. Well, we can’t say for sure, but it would surely appear 
that way from the present city of Redding rates, and to other users of 
Pacific Gas & Electric Co. in that area. 

It is my understanding that the city of Redding’s electrical rates to 
the consumer are a lot lower than the outside area, and the one reason 


for this, I believe, is the preference rate at which the city is now buying | 


power from Pacific Gas & Electric Co. 


REDDING’S FUTURE NEEDS 


Mr. Inprrrz. What would the city do if it exceeds its maximum 
demands under contract? Has it made any provision looking to the 
future ? 

Mr. Frienarry. The request, Mr. Indritz, that we made from the 
Bureau was for a 4-year supply of allocated but unused power, 
During this 4-year period our most accurate and optimistic estimates 
do not anticipate we would exceed 40,000 kilowatts. 

At the end of that period, the Trinity service would be on the line, 
and we would review the overall requirements as to a firm allocation 
at that date. 

Mr. Inprirz. If the load should grow considerably greater than 
you anticipate, would it be possible to obtain service from Pacific 
Gas & Electric Co. to provide for such emergency ? 

Mr. Firenarty. It would be possible; that again would be a matter 
for negotiation between the city and the company. 

Mr. Inprrrz. Do you see any reason why it would be impossible 
for the Bureau to cooperate in that by having Pacifie Gas & Electric 
power wheeled over Bureau lines to take care of emergencies? 

Mr. Frienarty. It would certainly seem fair to us. 

Mr. Inprrrz. Do you believe that the present Redding distribution 
system is adequate to take care of those needs? 

Mr. Wencer. Yes, the present system is adequate; of course, they 
will need to be built as the load grows. It is adequate for the present 
conditions, and there will always be modifications, changes, and addi- 
tions to the system as it progresses, as the load progresses. 
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REDDING’S POWER SOURCES 


Mr. Moss. I recognize Congressman Smith. Do you have any 
ions ¢ 
er Saatru. I have a few here. shit yi: | 

As I understand it now, you have a distribution system, but you 
do not generate any electricity, is that correct ? 

Mr. Fusnarty. That is correct. 

Mr. Smiru. You purchase from Pacific Gas & Electric? 

Mr. Fienarry. Yes, sir. 

Mr. Surru. Do you get any from anywhere else? 

Mr. Fuenarty. No, sir. 2 to 

Mr. Smirn. That is the only source available at this time? 

Mr. Fuenarty. That is the only source available at this time. 

Mr. Smiru. Other than from the Central Valley project? 

Mr. Fremarry. That is correct. 

Mr. Surru. Then you state here that your lowest power demand 
js at the same time that the total integrated demand is the highest 
on Central Valley. Why would that be? 

Mr. Furnarty. That is occasioned by the fact that in Redding we 
use only electricity for all of our heat and other functions. We do 
not have gas, and therefore the winter heat load is higher in Redding 
while in the rest of the State they have largely used gas for heating 
and the peak does not come at that time. 

Now, in August, for the lower valley, the pumping requirements 
are very heavy, whereas we do not have an agricultural pumping load 
in our particular situation. Therefore, we have almost a direct op- 
posite situation in the month of August. 

Mr. Smrru. Then integrating your city into the system would tend 
to level out the demand ? 

Mr. Fuenarty. We believe that it would be helpful to the overall 
situation and contribute to evening out the demand as you stated. 

Mr. Smiru. Now, these various plans, as I understand it, Mr. 
Wenger, you said that plan B would be, in your estimation, the best ; 
that is, purchasing the power direct and having your own transmission 
facilities, is that correct ? 

Mr. Wencer. That is correct? 

Mr. Smirn. And plan C is to purchase power from the Central 
Valley project and have wheeled to you by P.G. & E.? 

Mr. Wencer. I would like to add just one thing to that, too. This 
is based on the assumption that the delivered voltage under this wheel- 
ing case would be the 12,000 and 2,400 volts at present being delivered. 

Mr. Smrru. Now, the power under that would come from Central 
Valley ? 

Mr. Wencer. Sure. 

Mr. Surru. But it would be wheeled to you by the company, and I 
assume that the reason that it would be more advantageous than buy- 
ing direct from the company would be that—well, I will ask you that. 
Why would that be? 

j r. Wencer. Well, Central Valley power is the lower cost power, 
or one. 

Mr. Surru. So you get the advantage—— 

Mr. Wencer. That is the main advantage right there. 

59220604 
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Mr. Smiru. In other words, their cost on the power delivered t, 
you would be less? 

Mr. Wencer. That is correct. Well, one reason for that is tha 
we are assuming also that the present policy of a mill per kilowat,. 
hour being absorbed by the Government for wheeling would be gtjj) 
paid by the Government. 

Mr. Smiru. Now, plan B you say is your best plan, and that pr. 
vides for you building your own transmission line. Are you able to 
finance that ? 

Mr. Fienarry. This would be at a cost of some $800,000, and that 
would be well within the financial capability of the city on a general 
obligation or a revenue bond basis. 

Mr. Smirn. You can build transmission lines outside your city lim- 
its somewhat, is that correct ? 

Mr. Fienarty. I believe that is correct. 

Mr. Smirn. Now, if you are unable to secure this Federal power 
and you sign another 5-year contract, would your bargaining position 
at the end of that 5-year period be any different than it is at the present 
time? 

Mr. Fienarry. I believe that touches directly upon the importance 
of this current situation to the city of Redding. If one more 5-year 
contract is entered into, at the end of that period it is our belief that 
our opportunity to obtain Central Valley project power either from 
Shasta or from the new load from Trinity will have disappeared for- 
ever. 

Mr. Smiru. Why? 

Mr. Fiemarry. Because there is no doubt that the increasing de. 
mand of public agencies as their contracts expire and their request 
for this power will use up the Central Valley pool, and also any added 
by Trinity within the next 3 to 4 years. 

Mr. Smirx. Suppose you are in the middle of your contract, and 
public power becomes available from Trinity; would you be eligible 
for that on a preference basis ? 

Mr. Fienarty. Not until the termination of our contract. 

Mr. Smirn. Therefore, you would still be buying from P.G. & E. 
and the power that you would have gotten from Trinity would be sup- 
plied to P.G. & E. at dump rates, and you would still be buying from 

.G. & E. on your contract, is that correct ? 

Mr. Fienarry. Depending on whether or not the firm additional 
power of Trinity was added to the now existing 450,000. At the pres- 
ent time, the Pacific Gas & Electric Co. pays firm power rates on all 
power they take, up to the 450,000. 

Mr. Smiru. As I understand it, then, your testimony is that you 
would be in a position that there would be nowhere to get your power 
except from P.G. & E. at the end of that period ? 

Mr. Fienarry. That is correct. 

Mr. SmirH. You made some kind of a statement here 

Mr. Moss. I wonder if the gentlemen would yield for a moment! 

Mr. SmirH. Yes. 

Mr. Moss. You referred to a dump rate. The dump or secondary 
rate would apply to that portion of the power beyond the firm yield, 
but the firm yield, whoever takes it, is paid for at the firm rate. The 
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eld is fixed at 450,000 kilowatts, and that is the amount which 
cers i at the firm rate. Then the secondary rates come into 


play. 


REDDING’S NEGOTIATIONS WITH BUREAU OF RECLAMATION 


} nH. You said here, Mayor Fleharty, that you can reason- 
jmp that such sequtianitias will proceed without the sudden 
occurrence of any further roadblocks. 

I take it this statement is made as a result of this telegram you re- 
ceived, and of course you want to be optimistic, but I am wondering 
just what facts you base that on; what changes or conditions have 
there been that led you to believe now that you can actually mere 
a contract at this time for CVP power without any further 

g 
ee ery. I trust, Congressman, that that statement was one 
of guarded optimism. It was meant to be. 

In any event, the reason that I have some hope is that in our letter 
to Mr. Dugan we quite thoroughly and completely outlined our 

1. ; 
1 D Spires: You did that in 1955 when you were down there asking 
it, didn’t you? 
Or F ester. That is true, but we didn’t have any answer at that 
‘me? 
5 Smiru. I thought you said that you did have an answer, that 
you were told you could not get any. _ 

Mr. Fienarry. True, it was a flat “No,” whereas we now at least 
have the prospect of negotiating. 

Mr. Smiru. I see. 

Mr. Frenarty. Which is progress. 

Mr. Smiru. Well, I note that they say they are willing to discuss, 
but me ae say what the answer will be. I guess that is all I 
have, Mr. Chairman. 

Mr. Moss. Mr. Barry. 

Mr. Barry. Mr. Fleharty, you somewhat apologetically admonished 
yourself for not having pressed this matter a few years ago, and I 
would ask you if you felt that the power was allocated as a result 
of the hearing that was had here, because it would seem to me from 
your testimony you indicated that the allocation was a result of the 
hearing. 

Mr. Furnarry. Mr. Barry, my first acquaintanceship with this 
problem of an allocation of power came at the time which you just 
mentioned, and at that time I was a 30-day-old councilman and I had 
great faith in everybody and everything, and believed everything was 
going to work out fine. I found out quite differently as time went on. 

Mr. Barry. You changed your mind, then; you felt that Roseville 
got its power because of the hearings that were held in September of 
that year? 

Mr. Frenarry. I felt that Roseville got its power because they 
would not accept the same “No,” that we accepted, and demanded 
a congressional hearing, and were granted that hearing, and in the 
hearing the facts which were brought out by this committee made it 


plain that the power was available and Roseville was granted that 
power. 
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Mr. Barry. Then I will ask you if you are aware that Mr, Qj d 
H. Spencer in March 20 of 1956 wrote the city manager of Rosevl, 
and stated—I will read his words, which would be clearer than vr 
own interpretation of them: y 

As soon as possible after the amount of firm power is known, local Customers 
and Government agencies now supplied will be given the opportunit 
the contract rate of delivery in relation to their requirements. 

After meeting these requirements, we think it very unlikely that there Will be 
power available for new contracts. 

_ If this outlook proves erroneous, and if in fact we have firm power available 
in any amount that will allow contracts in addition to those we now have, we 
will be pleased to inform you. 

Now, that was in March. On August 3, in writing to Roseville, he 
was willing to recommend 52 days prior to the hearing that Roseville 
be allowed to buy the power that it needs, and during the hearin 
which were held later in September of that year, some 52 days after 
that, Clair Engle, the Senator from California and former Congress. 
man from this area, testified on the technicalities of actually getting 
the contract drawn between Roseville and the Department of Interior 
Bureau of Reclamation, at which time he said: 


Y to increase 


) 


I have advised them of Roseville’s desire to push this. I think our Washing. 
ton office and the Department have been given the complete picture on it, 


And this is the part I want to underline: 


I do not understand that they are in a position to solve it right now. It is 
a rather complex thing. 

Now, it is not surprising that the Department of Interior was unable 
to make rapid decisive computations on the basis of career employee 
representations, because this information was coming from the en- 
gineers of the Bureau of Reclamation, and I ask you if you were 
aware of all that. 

Mr. Fienarty. As for Roseville, Mr. Barry, they will be appearing 
at a later time, and I am sure that they could much more intelligently 
discuss their particular situation; but as for Redding, I did discuss 
this matter personally with Mr. Clyde Spencer. 

His answer to us was a positive “No,” that there was no possible 
hope of any power being available to Redding during the period of 
opportunity for renewal. 

Of course, once we entered into a 5-year contract with the company, 
then we were not in a position to negotiate or ask for power for an 
additional 5 years. 

It may be of some gratification to you to know that the town is 
named Roseville, and not Roosevelt. 

Mr. Barry. Thank you very much. I didn’t put a “t” on that. 
[Laughter. ] 

Being a Republican, I avoid it at every opportunity. 

Mr. Moss. Would the gentleman yield ¢ 

I recall a very distinguished Republican of that name; I also recall 
that that Republican, at given times of the year, was recognized by the 
conservationists as one of the outstanding leaders of his time. 

Mr. Barry. We accept the explanation of the chairman. 

I am quite confident the witness wouldn’t have made the statement 
had he known of all the background prior to the time that Roseville 
received the power that they got. On the basis of the letter that you 
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received saying that the Bureau is willing to sit down and discuss 
this matter with you, doesn’t the possibility exist that the same Bureau 
analyses are being made today in the Bureau, which would lead to the 
game conclusions arrived at in the Roseville matter ¢ 

Mr. Furwarty. Mr. ev I don’t believe I offered any apology 

ement as it stands. 

"Re ing’s negotiations preceded Roseville’s by fully a year, and 
certainly if the Bureau chose to study and review our request there 
was no indication given to us of that. 

We were just told, “No.” | 

Mr. Barry. How much power did you wish at that time or apply 

a 

4 Frrnartry. At that particular time, we requested 35,000 kilo- 


watts. : 

Mr. Barry. At the time this power was allocated, there was only 
a 15,000-kilowatt allocation of power, so perhaps the Bureau was un- 
able to meet your request, where it could have met the request of a 
city of smaller size. . ' 

Mr. Frenarry. There was in existence at that time the so-called 
Nevada contract, and this contract I believe was about 33,000 kilo- 
watts. : : 

Mr. Barry. Well, Mayor, what I am getting at here is that you say 
that Roseville got theirs because they pushed for it, and you didn’t 
because you didn’t. 

And I say, or at least the record shows that the total allocation of 

ower was only 15,000 kilowatts and you needed 35,000 kilowatts, 
and Roseville got 7,250 kilowatts, and 2,000 kilowatts beyond went 
for some other needs of the area generally; so it was quite possible 
that the engineering staff of the Bureau of Reclamation were only 
in a position to sell the 15,000 kilowatts availability and couldn’t 
under any circumstances meet yours; so that the charge that Rose- 
ville received the power because they pressed for a hearing, when 
that hearing took place 52 days after Roseville received notification 
that they were to receive the power, is first an erroneous statement 
and, secondly, misleading because it in no way shows that Redding 
could have received the power by virtue of the fact that only 15,000 
kilowatts was available that the Bureau of Reclamation could tech- 
nically give to new customers at that time. 

Mr. Fienarty. If I might 

Mr. Barry. Certainly. 

Mr. Firnarry. Mr. Barry, the explanation I started to present of 
the 33,000 kilowatts in the Nevada contract is, I believe, the source 
from which the Roseville power allocation was made. 

Now, this contract was in the same status, at the time of our request, 
as at the time that Roseville made their request. It was inactive, and 
I think it was pretty well agreed throughout all sources interested in 
this particular matter that there was no possible use for his 33,000 
kilowatts at the time we made our request. 

Mr. Barry. Well, of course, that is a different matter. The point 
I was getting to was the amount of availability of power, insofar as 
the Engineers of the Bureau are concerned or were concerned, where 
they ascertained that 15,000 was available. 
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Your application came in for 30-some-odd. Obviously you couldn 
be supplied, so they gave it to Roseville, which was the logical thj 
to do as they also needed the power, too. *8 

I want to ask you another question. Is there any individual prop. 
erty owned by Pacific Gas & Electric within the city of Re dine 
today ? 

P.G. & E. FACILITIES IN REDDING 


Mr. Fienarry. Yes, there is a substation that serves the city, 

Mr. Barry. Would that substation be used if you had your way on 
plan B? 

Mr. Fienarty. No, sir, it wouldn’t. 

Mr. Barry. What is the assessed valuation of the substation now 
owned by Pacific Gas & Electric? 

Mr. Fienarty. It isn’t a great amount. 

Mr. Barry. Is there any other property owned by P.G. & E, in 
Redding ? 

Mr. Fienarty. They have an office building. 

Mr. Barry. Do you have any idea of the assessed valuation of their 
property in the city of Redding? 

Mr. Fienarty. It isnot avery large amount, Mr. Barry. 

Mr. Barry. Well, when you say a large amount, it is difficult for 
the committee to know what you mean. You say they have a dis- 
tribution center there? 

Mr. Fienarty. They have a substation, ves. 

Mr. Barry. A substation. And you were going to build a substa- 
tion; and you were going to build an $800,000 transmission unit in 
order to try and get this power under plan B, is that correct? 

Mr. Fienarry. That is correct. 

Mr. Barry. What is the annual tax on all the property owned by 
the Pacific Gas & Electric in the city of Redding? 

Mr. Fienarty. As I stated, Mr. Barry, I don’t have those figures 
with me. I will be happy to compile them and furnish them to you 
at a later date. I can only state they don’t amount to a very large 
sum. 

Mr. Barry. Mr. Chairman, may I ask that those figures be obtained 
and made a part of the record ? 

Mr. Moss. Without objection, those figures will be made a part of 
the record at this point. 

(Subsequently, the subcommittee received the following informa- 
tion from Mr. William W. Coshow, city attorney of Redding:) 

In response to the query of Mr. Barry concerning the property tax of the 
P.G. & BE. in the city of Redding, the answer is that the P.G. & E. pays an annual 
tax of $13,035.03. 

This tax includes the office, gas tank line and facilities and substation facil- 
ities which serve areas outside the city of Redding. The P.G. & E. office is used 
to serve the residents of suburbs surrounding Redding, which would be un- 
changed in the event of any termination of the Redding contract with the 
P.G.&E. This is also true of the gas facilities and the substation facilities, other 
than those serving the city of Redding. I would, therefore, anticipate that 
the tax reduction resulting from the removal of any P.G. & E. facilities would 
not exceed $4,000, since this encompasses only a minority of the facilities of the 


P.G. & E. within the city. In actuality, we have no way of making a completely 
accurate breakdown, other than the information we have. It should be noted 
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that in the event of the city of Redding purchasing power under a wheeling ar- 
rangement, all of the facilities would remain and the tax burden would not 
change. *y*,¢ 

Mr. Barry. Do you know whether or not any of the facilities of 
the P.G. & E. are within the county of Redding; which county 
j eddin in : 

8 Riana: Shasta County. | 

Mr. Barry. Are you familiar with the Shasta County enough to 
know which lines would be needed by P.G. & E., and which would 
no longer be needed ? oe 

Mr. Wencer. I am not familiar enough with P.G. & E. loads to 
give any type of engineering answer to that question right now. — 

Mr. Barry. You represented there would be a saving of $10 million 
within a period of years to the city of Redding. On the other hand, 
it seems to me your figures in order to be accurate should show the 
revenue loss taxwise because of P.G. & E facilities that would no 
longer be needed and used within the city of Redding. 

I don’t know of a substation having any other use, so it would 
probably go off the tax roll, and if there were any other lines that 
would no longer be used in the county in which Redding is located 
those lines would also go off the tax rolls with a loss of revenue to the 
county, and until we had the figure of what that amounted to, I think 
the figure of a million dolJars savings should be taken with a degree 
of caution. 

Now, let me ask this. The financing of the $800,000 unit to be 
constructed, a transmission switch, is that what you call it? 

Mr. Weneoer. Transmission line. 


COMPUTING COST OF TRANSMISSION LINE 


Mr. Barry. Transmission line, you are going to have to pay inter- 
est on that if you build it. 

Mr. Wenger. It has been considered. 

Mi. BDaxxy. Is that part of it; is that figured mm the cost? 

Mr. Wencer. Yes, it is, the amortization of the line to the city 
has been figured in the cost at 4.5 percent interest. 

Mr. Barry. And when you got to work on the million-dollar savings 
on a 10-year basis, did you include the cost of $800,000 construction 
in the 10-year basis ? 

Mr. Wencer. Yes; what was done was we prepared a yearly cost 
of what you might say a capital cost on a yearly basis, an annual 
cost for these new facilities, and these were added to the total cost 
of buying power directly from the Central Valley project. 

These two were added together and compared against present rates 
for the same amount of power being purchased under the present 
rate, under the P.G. & E. contract. 

Mr. Barry. In other words, you have here an expense account, and 
over a period of 10 years there will be savings of about a million 
dollars; but here is your capital account; you are increasing your 
capital account in the city of Redding by $800,000. 

o carry $800,000 for 10 years at 5 percent is $40,000 a year; $40,000 
& year times 10 years is $400,000. So your cost, your saving there, 
would not be quite a million dollars, for you do have the cost of 
carrying that $800,000 debt. 
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Mr. Wencer. What we have done, we have used the sinking fund 
method. 

Mr. Moss. Well, will you hold for just a moment? 

I think that it should very clearly show on the record that the figures 
submitted here are comprehensive figures which take into considera. 
tion all appropriate relevant factors, and that the savings which have 
been recited to the committee as savings were computed after a care. 
ful evaluation of all those factors, We are not faced here with q 
hastily drafted estimate which disregarded important considerations 

These men are responsible officials of their community, and they 
are presenting us with figures which are quite accurate and which 
have not any major deletions. 

Mr. Barry. Well, Mr. Chairman, I wasn’t the one that said that 
their figures were hastily put together, but since you mentioned jt 
I would say that figures that don’t have any consideration for the loss 
in revenue, by having a new system put into Redding for power 
would not be figures that I would consider carefully drawn. 

I would not have made the charge, but since you brought it up and 
said it, I would certainly not like the record to stand that the figures 
were all inclusive, because I don’t think they are, and I have asked 
about interest rates, and whether the interest rate charge of approxi- 
mately $400,000 is attributable or included in the savings figures, and 
I haven’t gotten an answer to that. ‘ 

Mr. WenceEr. On table No. 6 of our report you will find in the 
capital expenditures, annual costs which show interest of 4.5 percent 
interest amounting to $37,692 a year; an amortization based ona 
repayment by 1970 on a sinking fund basis is $77,523.65, and there is 
operation and maintenance cost, insurance, rentals, administration and 
overhead, and replacement. 

The replacement costs were also figured on this 35-year sinking 
fund method for replacement. 

Now these, you have to realize, are only estimates of costs, and as 
such they could vary I would say as much as 10 percent either way. 

Mr. Barry. Well, that is understandable, of course. There are con- 
siderable annual capital expenditures. You call them annual costs 
here. 

Mr. WENGER. Yes. 

Mr. Barry. And they total $145,000; so that over a 10-year period 
that is $1,450,000, but we admit that after that time you have bought, 
in effect, this $800,000 unit and some of the lines that go to it; is that 
correct ? 

Mr. Wencer. That is correct. After the 10-year repayment period, 
you would still have your operation and maintenance costs ; you would 
still have your insurance and rental and overhead; and you would 
still have your replacement costs, which would amount to around 
$30,000 a year. 

Mr. Barry. Yes. So in effect what you really said here is that 
because of the $1,450,000 10-year annual capital expenditure cost, 
there is a savings of approximately six or seven hundred thousand 
dollars, but certainly not the million dollar figure that was used 
earlier; isn’t that correct ? 

Mr. Wencer. Would you repeat that, please? I didn’t quite follow 
that, I am sorry. 
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Mr. Barry. Well, you are getting an annual cost figure here of 
000. 
Oe Wencer. Yes. . f 

Mr. Barry. You call it a capital expenditure cost, which means it 
js a figure that you wouldn’t have to pay out if you didn’t own the 
new facility that you want to buy and operate under plan B. So, on 
a 10-year basis, you are going to spend $1,450,000 that you wouldn’t 
spend otherwise, and you talk about saving a million dollars in 
revenue. Now, I agree at the end ree aes a unit. You have paid 

it. But your saving isn’t a million dollars. 
i nah The basis of this has been the cost by the U.S. Bureau 
of Reclamation service which, in this particular instance, shows for 
the year 1951 that an annual charge for facilities of $146,000—the 
cost of power service, that is, how much you would pay the Bureau for 
the power, would amount to $479,000 for a total of $625,000. The 
same cost by P.G. & E. service would be $695,000 for that period, or a 
difference of $70,000. So the cost of capital charges, which we call 
the annual charge for facility, has been included in the comparison. 

Mr. Barry. Well, I understand what you are saying, but I do want 
to get back to the fact that your annual capital charges on $145,000, 
times 10, is $1,450,000; your saving in revenue is $1 million. The 
difference of cost versus savings is $450,000 excess cost, and you are 
getting for that -, $8¢ hse and I read the difference between 
those two as $350,000 real savings. 

Mr. Wencer. No; if you are going to do it, I think the way that 
you are progressing on this, you would take the $1,300,000 we have at 
the end, and add to that $1,460,000 for the 10-year period, and that 
would be the total cost. 

I mean, we have already replaced—we have already charged off or 
amortized the facilities that are needed over the 10-year period. This 
has already been figured in the cost, so, therefore, when you get this 
million dollars you have already paid off your project; so you have, 
if it is an $800,000 project, we will say, or facility of $800,000, it is 
still worth $800,000, we will say, at the end of the 10-year period. 
That isn’t quite correct, but we will say it is $800,000, and you can 
add this $800,000 to this 1970 figure and come up with over $2 million 
which is applicable to the city of Redding. 

es Barry. Well, your figure of a million dollars you claim is a 
real savings over a 10-year period. 

Mr. Wencer. It is a cadinan with comparison of these two schemes, 
as amy Ape power facilities are concerned, just talking about the 
power facilities now. 

Mr. Barry. But you said again, getting back to the capital figures 
here, there still is no interest charge figure of $40,000 a year, is there ? 

Mr. Wencer. Yes; there is 

_Mr. Barry. Nor is there any allocation for anticipated tax loss (1) 
either for the city of Redding or (2) to Shasta County. 

Mr. Wencer. The latter part is correct, but the first part is incor- 
rect in my thinking, because we do have an interest charge already 
included. 

Mr. Barry. Where is that ? 

Mr. Wencer. That is in the $146,000 annual charge for facilities. 

Mr. Barry. That is the $37,692? 
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Mr. Wencer. That is correct. 

Mr. Barry. And you say that this total annual cost of $145,009 . 
figured in the comparison of the two. 

Now, what page are you referring to where the two are compared) 

Mr. Wencer. At table No. 8. It follows page—I believe it follows 
page 7. 

Mr. Barry. Yes. Could you show me where, in what figure? 

Mr. Wencer. The interest cost is included ¢ 

Mr. Barry. Yes. 

Mr. Wencer. It is included in the “Annual charge facility 
column. ; 

Mr. Barry. Yes. 

Mr. Wencer. Of $146,000. 

Mr. Barry. Well, you mean that with total annual charge of fa- 
cilities of $146,000, it is the same. In other words, it is the same ag 
the capital charge on table 6; is that correct ? 

Mr. Wencer. That is correct. 

Mr. Barry. And these annual costs go into making up the differ. 
ential that exists between the plan you now have, as distinguished 
from the one you want to get; is that correct ? 

Mr. WenGeER. Well, the one 

Mr. Barry. Plan B? 

Mr. Wencer. Well, the one that is most favorable, plan B, that is 
correct. 

All we have done, again repeating, is to take the total cost on a 
yearly basis, just for power facilities, and compare the two; I mean, 
if you have capital expenditures, you have to make the comparison 
some way to get a differential. 

Mr. Smirn. I have a couple of short questions, Mr. Chairman, 

Mr. Moss. Mr. Smith is recognized for some questions. 





IMPORTANCE OF LOW-COST POWER 


Mr. Smiru. With regard to these transmission lines, or whatever 
P.G. & E. has that may be taxed by the county or the city at the 
present time, isn’t it also true that if you can sell power a little bit 
cheaper you get a lot more buildings built in your city ? 

Mr. Fienarty. Mr. Smith, I think this is an extremely interesting 
and pertinent question. 

First of all, the growth of the load in our system during the second 
10-year period that I mentioned has not been given any credit, and I 
believe that that would much more than compensate for any taxes 
paid by the utilities in either the city or the county that directly 
services the city. 

Mr. Smirn. The reason I mentioned it is that we are close to the 
very area, but not in it. 

Mr. Frenarty. One of the important reasons that we are seeking 
this low-cost power is that in our particular area of Shasta County 
we are almost totally dependent upon the lumber industry. 

During the period of the so-called tight money, the housing situa- 
tion deteriorates, and we fall into an almost immediate recession. 
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Because of this condition, we are most desirous of securing some 
of industrial development to diversify our economy, and we be- 


We that low cost power would definitely be an inducement in secur- 


industry to our particular part of the State. 


ing such 
AVAILABILITY OF POWER IN 1955 


Mr. Suir. The other question had to do with this matter of how 
much power was available to be allocated at the time you made your 
application in 1955, and am I to understand that there was a so- 
called Nevada contract which was an inactive or dead contract that 
that was figured into the total allocations to determine how much 

wer was available at that time? 

Mr. Frenarty. That is my understanding, sir. 

Mr, Smrru. So that there was 33,000 kilowatts available, in addi- 
tion to the 15,000, which means that at the time you made your request 
there was actually 48,000 kilowatts available; 1s that correct, sir? 

Mr. Fuenarry. Not quite; the 15 was taken from the 33. There 
was a total minimum of 33,000 kilowatts in the Nevada contract. 

Mr. Smiru. I see. : 

Mr. Fienarry. I believe the figure of 33,000 kilowatts is correct. 

Mr. Smirn. So at the time you made your request there actually 
was close to 35,000 kilowatts at the time ? 

Mr. Firenarty. Yes, sir. 

Mr. Smirn. That is all I have. 

Mr. Moss. Mr. Mayor, I am happy to have been a member of the 
subcommittee of the Committee on Government Operations which 
held the Roseville hearing, and I am forced to concur completely in 
the statement you made, and I would refer to page 46 of the hearings 
of that particular subcommittee where we have reproduced a table 
which was not challenged by anyone present, including the officials of 
the Bureau of Reclamation. 

The total available in 1956, assuming a diversity of one, that is, 
that all customers peaked at the same half-hour period of the same 
day of the month, the following rates of demand would occur, and 
there we find there was 128,709 kilowatts available. 

The Nevada contract which was in issue before the subcommittee 
was a reservation for a nonexistent contract, a contract which had 
expired and which had no provision in it whatsoever granting an 
option for renewal. 

In fact, as I recollect an express statement, it was a term contract, 
4 fixed term contract which, upon its expiration, no longer had any 
claim on the amount of power available from the Central Valley 
project. 

Now, those are the facts. They are clearly set forth and were un- 
challenged in the hearings of the subcommittee which occurred in 
Roseville on September 24 and 25, 1956. For the purpose of clarifica- 
tion, I will now insert in the record at this point a table contained on 
page 46 of the 1956 printed hearings entitled “Availability of Power 
to Public Preference Customers From Central Valley Project” (84th 
Cong., 2d sess.). 








48 SALE AND TRANSMISSION OF POWER 


(The table referred to is as follows :) 


Assuming a diversity of 1, that is, that all customers peaked at the 


: ‘ sam 
hour period of the same day of the month, the following rates of demand ian 


occur : 





"eee pe 
| December 
7 . en —I SS 
| 1955 | 1956 | 1957 | 1958 | 1959 | 1960 | 1961 | 1962 | yg 




















| ee ae 
Sacramento Municipal Util- | 
ity District (12 percent) ___| 192,740} 215, 869) 241, 773) 270, 786) 290,000} 290, 000 290, 000) 290, 000; 290, 000 





Ames (contract) _- -_.. 24,000) 50,000| 50,000) 50,000) 50, 000| ” 50, 000! “50, 000] 50, 0001 “anny 
Remaining 8 percent 1_ _- --| 51,225) 55,323) 59, To 64, 529) 69, 601) 75, 266] 81, 287| 87, 799) 94813 
Total__........--.----| 267, 965] 321, 292] 351, 522| 385,315) 400,691) 415,266) 421, 287| 427, 790] 434,31 
Available............. | 32,085) 128, 708) 98, 478} 64, 685} 40, 309) 34, 737| 28,713} 22, 210 ter 

| | 7 








1 Refers to rate of annual growth. 


Mr. Moss. Very interestingly, after we had had those hearings, , 
phenomena occurred which also occurred when the commiiten teal 
hearings in the Southwest, that those who were petitioning for 
power, just purely coincidentally received it, and that again is borne 
out by the record; and at that time Mr. Spencer, in testimony to the 
committee, indicated that at that moment, the moment of his testify. 
ing, there had been no conclusion reached by the Bureau as to 
whether or not they would be in a position to supply Roseville with 
the amount of power requested, notwithstanding the fact of the loads 
then on the system, and the certainty of the Nimbus and Folsom 
powerplants coming into production within the immediate future, 

Mr. Barry. Mr. Chairman ¢ 

Mr. Moss. Mr. Barry. 

Mr. Barry. I think it also should be reemphasized that at the time 
Senator Engle made that statement he also said “that they are ina 
position to solve it right now; it is rather complex ;” and this gets 
down to a question of the chicken or the egg, which came first. 

Mr. Moss. Well, I don’t propose 

Mr. Barry. Just a minute, Mr. Chairman. 

Mr. Moss. I am not yielding further. 

I don’t propose to combat that question. Mr. Engle made a state- 
ment as to the certainty at the very moment that the Bureau was 
representing to us a case which our hearings I think have conclusively 
proved to be erroneous. 

Mr. Barry. Don’t you agree that sometimes hearings could be 
called in anticipation of availability of power being made in order 
to claim some kind of credit for getting it? 

Mr. Moss. I would point out to the gentleman that prior to this 
52 days the Bureau was on notice of the intent of the subcommittee 
to hold that hearing, which was a part of a series of hearings which 
had been held for a period of 2 years. 

They knew we were hot on their tracks. They were not surprised, 
and we did not conduct hearings in anticipation of their action. | 
think a more accurate conclusion, if one should be drawn, is that they 
were attempting to anticipate us. 

Mr. Barry. Well, I think the chairman would agree—— 

Mr. Moss. The chairman will not agree. 
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Mr. Barry. We will let the record state ‘as 
Mr. Moss. Mr. Mayor, you have a responsibility to your people, 
oh Ty. Yes, sir 
HARTY. , 
-o cae And if you could buy power cheaper from the Pacific 
Gas & Electric Co. than by exercising your legal preference, that is 
recisely what you would do, would you not? 
Mr. Frenarry. That is correct. ; 
Mr. Moss. You are interested in the efficiency and economy of the 
leof your area? 
r, Frenarty. That iscorrect,sir, ; 
Mr. Moss. You have no ulterior motive in coming here and trying 
to promote a method which would not be more efficient ? 
r. Frenarty. That is correct. : 
Mr. Moss. And in your efforts you have obtained the most compe- 
tent talent obtainable ? 5 
Mr. Fizenarry. Mr. Chairman, I would like to note that the city of 
Redding has the most complete confidence in the validity of the report. 
Mr. Moss. Mr. Indritz, do you have additional questions? 





AMORTIZATION OF FACILITIES 


Mr. Inprirz. Mr. Wenger, calling your attention to table 8 in your 
report, entitled : “City of Redding, Calif., Cost Comparison, USBR 
Direct Service versus P.G. & E.,” the last entry in the right-hand 
column, under the heading of “Accumulated surplus, based on USBR 
versus P.G. & E. delivery,” shows accumulation of $1,330,000 at the 
end of the 10-year period. ; 

Is that accumulation after having charged off all the facilities that 
would be installed for direct transmission ? 

Mr. Wencrr. Yes. 

Mr. Inpritz. So that at the end of that period you would have that 
accumulated surplus of $1,330,000 plus a transmission system, and 
associated facilities, which would be worth approximately how much? 

Mr. Wencer. Well, under the original figure of roughly $800,000, 
it would amount to $2,130,000. 

Mr. Inpritz. Would that system have to be replaced in its entirety 
in 1970? 

Mr. Wencer. Oh, no, the system would be good for 35 years without 
replacement. That is the normal life, a 35-year life. 

r. Inpritz. Would it be accurate to say that you were overgenerous 
incharging off the facilities over 10 years instead of 35 years? 

Mr. Wencrr. Over a 35-year basis, of course, your annual charge 
would be decreased. 

Mr. Inprrrz. And, therefore, your surplus would show a much 
greater amount than you actually do show ? 

Mr. Wencer. That is correct, except we did not go further than 
1970. If we went for 35 years, in other words, the remaining 25 years 
after the present 10, then you would see a large amount of savings, 

ause you have reduced your annual charge from $146,000 a year 
down to roughly $30,000 a year. 

_Mr. Inprrrz. But if you amortized the facilities over the 35-year 
life of the facilities, would not the accumulated surplus, as of 1970, in 
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the right-hand column of table No. 8, show a much larger fj 
$1,330,000! Ye 

Mr. Wencer. Yes, it would. It would be greater. 

Mr. Inprirz. And that figure represents a savings to the city of 
Redding by securing U.S. Bureau of Reclamation power by dire 
service as compared to purchasing power from the Pacific Gas g 
Electric Co. 

Mr. Wencer. That is correct. 

Mr. Inprrrz. Is that correct ? 

Mr. Wencer. Correct. 

IMPACT ON RATES 


Mr. Invrirz. Where would the money come from to pay for the 
Pacific Gas & Electric Co. power ? ‘ 

Mr. WenceErR. Would you repeat that, please ? 

Mr. Inprirz. If you had to purchase that power from the Pacific 
Gas & Electric Co. during that 10-year period, where would that 
money come from? 

Mr. WenceEr. It would have to come from the consumer or the regi- 
dents of the city of Redding. 

Mr. Inprirz. In other words, would the city have to pay more from 
its accumulated surplus or increase the rates to the consumer ? 

Mr. Wencer. Well, the cost of the service is going to have to be 
borne by the consumer. I am not saying that there would be an 
increase in rates due to the P.G. & E. service. I have not made that 
study, but from what this shows, it shows that the city of Redding 
could reduce their present rates. 

Mr. Moss. Mr. Barry ? 

Mr. Barry. Have you been in touch with Pacific Gas & Electric 
to find out what their projected rate schedule would be for the next 
10 years? 

Mr. Wencer. No, I haven't. 

Mr. Barry. Do you think there is a possibility that they can come 
up with some decreases over the years ? 

Mr. Wencer. I wouldn’t want to say whether they could increase or 
decrease. 

Mr. Barry. Well, you are making a comparison, so you are making 
a comparison of your present variables to their present rates. 

Mr. Wencer. In this comparison, the comparison was based on 
present rates. That is all it is based on. It is not based on any futur 
rates of anybody’s; it is just the present rates. 

Mr. Barry. Well, Pacific Gas & Electric do wheel a great deal 
of power all through this area, do they not ? 

Mr. Wencer. They do. 

Mr. Barry. So that as they wheel more of it there it would seem 
reasonable that the city of Redding would get certain benefits they 
might not be able to get if it is withheld by themselves on their own 
lines, isn’t that true ? 

Mr. Wencer. Well, I wouldn’t think so. 

Mr. Barry. Well, I mean they always speak of greater produt- 
tion, lowering the unit cost, and I was just applying that simple 
method of production, the genius of America, to the great northwest 
of California. 
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Mr. Frenarry. It is true, Mr. Barry, we have had a rate increase in 
our P.G. & E. contract during the past 5 years of the contract. 

Mr. Barry. You have had a rate increase 

Mr. Fuenarty. Yes, sir. oe 

Mr. Barry. Do you think that is due probably to rising costs 
without a commensurate increase in development? _ 

Mr, Fuenarry. It does show to us, whatever it is due to, that we 
don’t have too many hopes for a decrease. ae sis” 

Mr. Barry. Now, let me ask you this, when the Trinity project is 
finished, what happens to Redding, and how do they get this power 
after that is done? ! st os 

Mr. Wencer. They would still use the existing facility. 

Mr. Barry. Would it still come in under the P.G. & E. system? 

Mr. Wencer. I imagine the two projects are going to be integrated. 

Mr. Barry. Well, do you anticipate when the Trinity project is 
completed that Pacific Gas & Electric Co. will be able to buy their 
power perhaps a little cheaper and give you a lower rate / 

Mr. Wencer. Well, any decrease in P.G. & E. rates should also be a 
decrease if what you are saying is to the effect that the Government 
isgoing to give P.G. & E. a special rate. 

Mr. Moss. I would point out to the gentleman that the law states 
the rates be a uniform rate, 2nd Pacific Gas & Eleceric pays the rate 
these gentlemen would pay if they were to enter into a contract with 
the Bureau. 

Mr. Barry. You understand that, Mr. Chairman, what I was get- 
ting at is the mayor’s statement that. it would lower the rates, and I 
was suggesting that whether you get plan B or not you are probably 
going to get a rate decrease a few years hence—a rate decrease that 
would give you the advantages that you need, and want for the de- 
velopment of your city. 

Mr. Firnarry. Mr. Barry, in California the practice has been to 
figure the utility electric rates to the cost of fuel oil, and when this 
cost of fuel oil increased it has an effect upon the rates to the con- 
sumers of Pacific Gas & Electric Co. There doesn’t seem to be any 
indication at current times that the cost of fuel oil is going to de- 
crease. 

Mr. Barry. Is that a complaint to the Public Utility Commission 
of the State of California that you are making that they fix electrical 
power rates on the basis of the cost of fuel oil ? 

Mr. Fienarty. It is no charge in any manner. It is merely a state- 
ment of practice. 

Mr. Barry. The rate structure has no bearing, then, on the cost of 
operation of the Trinity project; it is going to be based upon what 
fuel rates are at the time this project is completed; is that your testi- 
mony here ’ 

Mr. Fienarty. It has a bearing upon the systemwide rates that the 
Pacific Gas & Electric Co. would charge its consumers throughout the 
service area. 

Mr. Barry. But that rate structure is—— 

Mr. Fiznarty. Systemwide. 

Mr. Barry (continuing). Is agreed to by the Public Utility Com- 
mission of the State of California, is it not ? 

Mr. Fienarry. That is correct. 
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Mr. Barry. So that, in effect, you are saying that that is the pubjj 
policy of the Public Utilities Commission of the State of Californ; : 
namely to establish electrical power rates in accordance with the cost 
of fuel oil in the area, is that correct? 

Mr. Fienarry. I would state that the last increase granted to the 
Pacific Gas & Electric Co. was granted in consideration of the jp. 
creased cost of fuel oil. 

Mr. Barry. I am just trying to get at the facts, being an outsidep 

Mr. Fienarry. I am trying to stick to the facts, also, Mr. Barry. | 

Mr. Barry. I want to know if I can, in order to form a riage Al 
tion as to what does constitute and what the chances are for the city 
of Redding to receive a rate decrease which you claim you need jp 
order to expand industrially and other ways; and I am somewhat 
amazed to learn that it is hooked to such a thing as the cost of fuel oi] 
I don’t say it isn’t proper. I am somewhat surprised and I would 
like to look into that matter a little further. Thank you. 

Mr. Moss. I would say to the gentleman that that is not an unusual 
procedure. Over in Virginia there were bids on the B.t.u.’s as to the 
rates the public utility would charge, 

The same factors are not applied, however, to the rates established 
in connection with either the Trinity Valley or the Central Valley 
project. There are other factors which come into ratemaking by the 
Bureau. 

Now, Mr. Mayor, we have had a little discussion here of the tax 
loss which would occur as a result of this one small facility in your 
city. On page 1 of your statement I read this: 

This system not only pays substantial in-lieu taxes to the city but provides 
a modern up-to-date service at a cost far less than that charged consumers ip 
surrounding areas. 

So, you do undertake in your area the roll of a taxpayer? 

Mr. Frenarty. We do, sir. 

Mr. Moss. And the rates which the county of Shasta might charge 
are not a matter which come within the jurisdiction of the city council 
of the city of Redding ? 

Mr. Freuartry. That is correct. 

Mr. Moss. Well, Mr. Mayor, I want to thank you for your testimony 
here today, and you, also, Mr. Wenger. It has been most helpful, and 
I compliment you on the diligence with which you have prepared it, 
You are now excused. 

Do you have any objection to having your picture taken ? 

Mr. Fienarry. I guess not. 

Mr. Moss. The subcommittee will now recess until 2:15, 

(Whereupon, at 12:50 p.m., the subcommittee was recessed to recon- 
vene at 2:15 p.m., the same day.) 


AFTERNOON SESSION 


(Pursuant to the expiration of the noon recess, the subcommittee 
reconvened at 2:15 p.m.) 

Mr. Moss. The subcommittee will be in order. 

Our first witness for the afternoon will be Mr. Robert Welty, rep- 
resenting the Shasta Dam Area Public Utility District. 

Mr. Welty. 
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I wonder, Mr. Welty, if you could identify the other gentlemen 

u! 
we Waury. Mr. Chairman, the gentleman on my far right is 
Matthew J. Rumboltz, chairman of the board of directors, Shasta 
Dam Area Public Utility District; and next, Mr. W. S. Price, vice 
chairman, board of directors. 

Mr. Moss. And will all the gentleman testify ? 

Mr. Wetty. They will. 

Mr. Moss. Do you solemnly swear that the testimony you are about 
to give before this subcommittee shall be the truth, the whole truth, 
sofnothing but the truth, so help you God ¢ 

Mr. Wetry. I do. 

Mr. Rumsorrz. I do. 

Mr. Price. I do. 

Mr. Moss. Will you identify yourself and the other gentlemen for 
the record ? pat 

Mr. Werry. I willask Mr. Rumboltz to identify himself first. 

Mr. Rumpoitz. I am Matthew J. Rumboltz, and I am the chairman 
of the board of directors, public utility district. 

Mr. Wetty. Mr. Price? 

Mr. Price. I am W. S. Price, the vice chairman of public utility 
district, Shasta Dam, and I live in Central Valley. 

Mr. Moss. Mr. Welty, you may proceed. 


TESTIMONY OF ROBERT WELTY, ENGINEER, SHASTA DAM AREA 
PUBLIC UTILITY DISTRICT; ACCOMPANIED BY MATTHEW J. 
RUMBOLTZ, CHAIRMAN, BOARD OF DIRECTORS; AND W. S. PRICE, 
VICE CHAIRMAN, BOARD OF DIRECTORS 


Mr. Wetty. I am Robert Welty; I am retained as an engineer by 
the Shasta Dam Area Public Utility District. 

We have prepared a statement which has been given the committee 
in multiple copies, and additional copies of the revised statement have 
been passed out to the committee today. 

Mr. Moss. You may proceed. 

Mr. Wetry. Thank you. 

On behalf of our district, and the people of our community, I want 
to express our thanks to you for having come all the way across the 
country to conduct these hearings and for your courtesy in giving us 
the opportunity to —— to you our problems concerning the sale 
and transmission of Central Valley project power. 

Your being here is not only heartening to us, but it is also a practical 
demonstration of representative democracy that a committee of our 
national representatives are willing to come to the local area to consider 
the — of governmental action and policy upon the welfare of the 
people. 

Before I continue with the statement, I would like to illustrate 
the area we are going to discuss. 

I have a large map that can be seen on the board. This area is the 
central California area. The Central Valley which is outlined in this 
space [indicating] is the area of the wheeling agreement which we will 

iscuss, 

Shasta Dam is at the point of my finger [indicating]. 

59220—60—_5 
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The Shasta Dam Area Public Utility District is the smal] Spot 


immediately to the east. app 
Keswick Dam is just to the south; the city of Redding is just to th beer 
south. ’ tom 
Cottonwood is the point of service on transfer, and that js _| & 
Pacific Gas & Electric service point. | bel 
The city of Sacramento is at this point [indicating], and the city | It 
of San Francisco is at this point. 7 | trac 
Each of those points will have some reference in our statement, oe 
HISTORY OF DISTRICT | the 
grea 
The Shasta Dam Area Public Utility District was formed in July | wor 
1945 to provide water for the people of our area. The district jg, | elect 
public agency established under the laws of California. We are gov- It 
erned by a board of five members, all elected by popular ballot by with 
the registered voters of the district. Our board members serve with. | WO" 
out compensation. Asa public agency, our district is entitled unde | "S¢ 
the reclamation laws to preference in the purchase of power generated | Pe! 
by the Bureau of Reclamation. 
Almost immediately after the district was organized in 1945, the I 
Bureau of Reclamation began to urge the district to provide electric th . 
power service for the people in the area. As a result of the repeated ae 
urging and encouragement of the Bureau, the district in January 1941, ca 
entered into a contract with the Bureau to purchase Central Valley d 
project power to market to the people of the district. froat 
The contract runs until January 1987. As a result of our entering | Th 
into this contract, the district became the first public agency to pur: jae 
chase and distribute Central Valley project power. We were thus bud 
the pioneer agency in helping to market this publicly produced power. $350, 
The district constructed its first power line in 1948 to serve custo- At 
mers. The industries which our service has brought to this areahave | Bure 
helped to build up the economy of this community and has been asub | 4999 
stantial force in raising the living standards and economic level of | purst 
the people of this area. At the same time, we have brought power to and | 
the people at lower cost, at rates that are 37 percent less than existed andr 
prior to our beginning the marketing of power. | Th 
5 owe 
DISTRICT’S POWER LOAD cn 
: Tnter 
As the area developed, and new industry came, our load continued | Appr 
to grow. This January 1960, our load has reached a maximum of | ont 
2,260 kilowatts at times of peak demand. ithe 
It is clear that our load will continue to grow substantially in the Nes 
near future. We anticipate that if we could obtain the power, We Th 
would have a load of 4,000 kilowatts within the next year or so, and | letter 
exceed 8,000 within the next 4 years. ; our ¢ 
The present fact, however, is that we are unable to obtain the power aneert 
we need for our people. whicl 
Our problem stems from the fact that the existing Bureau trams | pont 
mission line over which we now receive our power (the line from Wi 
Shasta powerplant to Toyon) is of limited capacity. senter 


According to the Bureau of Reclamation, this line cannot safely | 
' 


carry more than about 2,000 kilowatts. Hence, as our load growth | 
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approached and exceeded 2,000 kilowatts during the past year, we have 
been forced to refuse service to new customers, and our existing cus- 
tomers are fearful of adding new appliances which would increase 
our load to the point that the entire power supply of the district would 
ned. a 
MS obious, therefore, that the district is now stopped right in its 
tracks. Either we must get additional power, or our entire capacity 
to serve power economically will be impaired. an 

I would like to call attention at this point that the opemeiay of 
the distribution system of the public utility district is su stantially 

reater than the 2,000 kilowatts they are now receiving; in other 
words, the system was designed for a much larger distribution of 
electric power toitspeople. 

It would not require an additional staff to operate the system even 
with more than double the amount of distributed loads; in other 
words, we have to have a minimum staff within the limits of the power 
use we are discussing. We could double our load without adding 
personnel whatever. 

KESWICK-TOYON LINE 


In October 1958, when the Secretary of the Interior announced 
the revised allocation of Central Valley project power, the district 
received an allocation of 4,000 kilowatts. The Bureau of Reclama- 
tion recognized that the existing Shasta-Toyon line was inadequate 
and, therefore, recommended that a new transmission line be built 
from the Keswick switchyard to Toyon. 

This recommendation was approved by the Secretary of the In- 
terior, and by the Bureau of the Budget. Accordingly, the 1960 
budget estimates for the Bureau of Reclamation included an item of 
$350,000 for the Keswick-Toyon line. Toyon will be a substation. 

At this point, however, the Pacific Gas & Electric Co. notified the 
Bureau of Reclamation, for the first time, that it would agree to wheel 
4,000 kilowatts of Bureau power to the district over P.G. & E. lines, 
pursuant to the terms of the wheeling contract between the Bureau 
and P.G. & E. This wheeling contract was first signed in April 1951, 
and runs to April 1971. 

The Pacific Gas & Electric Co. made this offer to wheel Bureau 
ower to the district in order to prevent the construction of the 
<eswick-Toyon transmission line. Thereafter, the Secretary of the 
Interior, I believe through the Bureau of Reclamation, notified the 
Appropriations Committee of the House of Representatives, in the 
spring of 1959, that the P.G. & E. offer was “acceptable” and they 
oo the request for the $350,000 item for the Keswick-Toyon 
ine, 

The P.G. & E. offer was not “acceptable” to us. The Secretary’s 
letter to the House Appropriations Committee was not sent with 
our concurrence. We believe it was improper for the Secretary to 
assert that it was “acceptable” without indicating that our district, 
which would be directly affected, was neither consulted nor in agree- 
ment as to the acceptability of the P.G. & E. offer. 

With the elimination of the Keswick-Toyon line, the Bureau pre- 
sented the district with two alternatives: 
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1. To accept only such amount of power as could come over th 
existing line from Shasta powerplant to Toyon. This would mea 
stagnation and inadequate service to the people of our area, no fy. 
ther opportunity to bring in new industry, and the end of any 0 
portunity for rate reduction. We would lose all standing as a gy 

lier of power and would be overwhelmed by the competition of thy 
Pacific Gas & Electric Co. which is a direct competitor. 

2. The other alternative proposed by the Bureau was to have power 
wheeled to us over the lines of our competitor, the Pacific Gas & Ble. 
tric Co., and to pay the increased costs for such wheeling. As I yil] 
now show, these additional costs would undoubtedly necessitate rat 
increases and would gravely threaten our competitive position, 


WHEELING CHARGES AND LONG TERM COSTS 


Under the existing contract between the Bureau and the Pacific Gas 
& Electric Co., the Bureau pays the following for the wheeling of 
energy and power over P.G. & E. lines to its preference customers who, 
like our district, receive power at less than 44,000 volts. (Our dis. 
trict receives power now at. 13,800 volts) : 

(1) One mill per kilowatt hour. 

(2) Twenty-two cents per kilowatt of monthly maximum 30-minute 
integrated demand. 

(3) In addition, the Bureau delivers to P.G. & E. 9 percent of 


additional energy and coincidental demand as compensation for loss _| 


on Pacific Gas & Electric lines in the wheeling of power. 

(4) Also, the Bureau absorbs certain losses of energy and power 
incurred in delivering the Bureau power to the point of wheeling. 
These losses over Bureau lines, incurred in delivering power from 
Shasta powerplant to Tracy, Calif., which is about 215 miles south 
of Shasta, amounts, we understand, to about 5 percent. (See map, 
appendix F.) 

f these costs, the Bureau passes on to the customer, namely us, the 
following costs: The 22 cents per kilowatt of demand, and 4 percent 
of the 9 percent energy and power losses on P.G. & E. lines. 

On the basis of the foregoing charges, the Government and the 
district would incur the following annual costs for wheeling the 4,000- 
kilowatt power allocated to the district, computed at the existing load 
factor of 52.5 percent: 


Annual cost | Annual cost 





Charge to Govern- | to District 
ment 

18,396,000 kilowatt-hours at 1 mill per Kilowatt-hour..............-...-....-- $18, 396. 00 }...----.....-- 
4,000 kilowatt demand at 22 cents per kilowatt ($880 monthly).............__]..----.---.--- $10, 560. 0 

9 percent line losses, energy and demand 1,655,640 kilowatt-hours annually: 
5 percent (919,800 kilowatt-hours) at 4.97 mills. ..............-.-...-----.- 4, 571. 40 |....--2--- os 
4 percent (735,840 kilowatt-hours) at 4.97 mills..................-......-_|_------------- 3, 657.12 
EE TES RE A Saket Sahel 22, 967. 40 14, 217.12 
Bureau losses to wheeling point at 5 percent: Energy and demand at 3.65 mills. 1 3, 476.92 |.------------ 





Power wheeling costs, annual._..... .........-...-------.-.--...----2.- 1 26, 444. 32 14, 217.12 


eel 


ee 


! Subcommittee note: After the hearings, the witness Mr. Robert Welty wrote to the committee thatthe | 


annual cost of the Bureau losses to the wheeling point should be stated as $3,659.42 instead of $3,476.02. 


This correction would result in changing the Government’s annual costs for wheeling from $2644.22 | 


to $26,626.82. 
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The foregoing figures do not include the loss suffered by the Gov- 

nment and by the district on the availability of these funds for the 
oe ose of amortization of existing facilities. This may be regarded 
at the rate of 3 percent annual interest on Government facilities and 

reent on district facilities. é' ; 
The effect of these additional costs will be shown in the two follow- 
ing examples: * 
1. If power supply is wheeled to the district for the remainder of our contract; 
" {e., until 1987, a 27-year period : 
Wheeling cost to Government (27 years) : 








970,444 32X27 yeare__.__._.....- +. -------------= $713, 99 3. 64 
Interest at 3 percent per annum compounded_-_-~--~-~~- 362, 551. 63 
a i ae ha ehh eioeetee 1, 076, 548, 27 
Wheeling cost to district (27 years) : 
$94: 217.12 M27) yeerelou 2) lesion kd 383, 862. 24 
Interest at 5 percent per annum compounded_____--_-- 393, 363. 49 
ia cab ina cede incon hbase pen deh dalek tntae chap coals 777, 225. 73 
Total cost of wheeling (27 years) _-_---___---_-_---_ 1, 853, 774. 00 
Annual average cost of wheeling _.-_-_____________ 68, 658. 00 


2. If power supply is wheeled to the district for a 50-year period : 
Wheeling cost to Government (50 years) : 





DEE ee Seer sa a st 1, 322, 216. 00 
Interest at 3 percent per annum compounded__________ 1, 660, 623. 96 
OB ht Eh cictntatiice cite ti oad og hi heb ae ee tk 2, 982, 839. 96 
Wheeling cost to district (50 years) : 
SIUM ID OUI cine sede cia cnitasnincapcantssncisbshAwiiance indies ek Seis 710, 856. 00 
Interest at 5 percent per annum compounded__________ 2, 265, 469. 64 
I 2, 976, 325. 64 
Total cost of wheeling (50 years)________________ 5, 959, 165. 60 
Annual average cost of wheeling____.._____________ 119, 183. 30 





1 Subcommittee note: The revision of cost data referred to in footnote to previous table 
would result in changing the cost data in the two examples mentioned by the witness to 
read as follows : 


“1, If the power supply is wheeled to the district for the remainder of our 
eontract ; i.e., until 1987, a 27-year period: 
Wheeling cost to Government (27 years) : 


wau,Uameakat yeare. oS ands ieee Qaeiderna tent nities nal sata a $718, 924. 14 
Interest at 8 percent per annum compounded______________ 365, 043. 05 

in ccecirenis cence eiictib ad ins tebsabeeh dt cathe Lit SLi Sy 1, 083, 967. 19 
Wheeling cost to district (27 years) : TOL str ek 
DEGmarise at JORreee.. oti cia wettili boi 383, 862. 24 
Interest at 5 percent per annum compounded______________ 393, 363. 49 
a cdaterectaiateg th giant ha cg ah lintel ised pit ett ea Rita ead T77, 225. 73 

Total cost of wheeling (27 years)_.__...___._____ o 1, 861, 192. 92 
Annual average cost of wheeling______.._..______ 68, 933. 30 


“2. If power supply is wheeled to the district for a 50-year period : 
Wheeling cost to Government (50 years) : 








CC oe eee nS ES wk SL 1, 331, 341. 00 
nterest at 3 percent per annum compounded_.____________ 1, 672, 081. 75 
 ichitemtetineteiistiesmeninaitnsttedthdentahtadsctlbicdbd ALL oot to 3, 003, 422. 75 
Wheeling cost to district (50 years) : . Re 
Soest were YORTO obo i 710, 856. 00 
Interest at 5 percent per annum compounded______________ 2, 265, 469. 64 
DN eet Ee ee Pe th gl es tad 2. 976, 325. 64 

Total cost of wheeling (50 years)_...._...._... 5, 979, 748. 39 


Average annual cost of wheeling___.....____.________ 119, 594. 96” 
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In this analysis, we have labeled the various items as “costs.” I 
the wheeling were avoided, they are in reality accumulated sayin 

It should be noted that these costs are based upon 4,000 kilowatts 
of demand, which can easily be reached by the district in the etal 
future. Increase in demand above this is very likely over a major 
portion of the period, and costs would be increased accordingly, 

At this point, I wish to mention that the wheeling contract between 
the Bureau and P.G. & E. extends only to 1971, whereas our contrac 
with the Bureau extends to 1987. Hence, the wheeling obligation of 
the P.G. & E. would not be contemporaneous with our contract, nor js 
P.G. & E. obliged to construct additional facilities to wheel more than 
4,000 kilowatts. 

Hence, aside from the question of costs, if we accepted wheeling, we 
would be at the mercy of P.G. & E. insofar as concerns any expansion 
of our load beyond the 4,000 kilowatts of demand. 

I would also like to point out that the P.G. & E. does not now have 
the facilities to wheel power to us. The company’s lines now end at 
the Stillwater station at a voltage of 60 kilovolts. My estimate jg 
that it would cost P.G. & E. between $95,000 and $125,000 to modify 
their facilities to wheel to the public utility district. In order to 
wheel power to us, the company would have to modify the voltage at 
Stillwater to the district’s voltage of 13.8 kilovolts, and either cop- 
struct an additional line from Stillwater to connect to our lines, or 
require us to extend our lines to the Stillwater station. This would 
be another instance of wastefulness in accomplishing the Bureau's 
proposal to require us to receive our power by wheeling. 


DISTRICT’S YARDSTICK ROLE 


It is obvious to us that the increased costs, and the other disad- 
vantages to us, that would result from wheeling of power over 
P.G. & E. lines, would gravely impair our ability to serve the people 
of our district at a competitive rate. It would be harmful not only 
to the district’s present customers but to all the people who reside 
within the area of the district. 

Our district has been a leader in providing electric power at reason- 
able rates to our people. Because of the example and yardstick which 
we have provided, P.G. & E. has voluntarily lowered its rates within 
our service area in order to compete with us. 

Thus, for the period from January 1, 1956, to December 31, 1956, 
the P.G. & E. computed billings on its customers within our service 
area to a total of $210,000. In order to compete with our rates, 
P.G. & E. obtained approval from the California Public Utilities 
Commission for a new rate schedule which resulted in lowering the 
costs to $152,000 for the same billings. Thus, the district’s ability 
to provide electric service at reasonable rates resulted in an annual 
benefit of $58,000 to the people within our service area, whether they 
be customers of ours or of the P.G. & E. 

As usage has increased substantially since 1956, savings have also 
increased substantially. This reduction in rates, according t 
P.G. & E. testimony before the public utilities commission, came from 
their profit margin, and did not result in their operating at a los. 

In view of these considerations, we feel it is incumbent upon the 
directors of the district to maintain retail rates at the present level 


LS 


dit 
Ings, 
Vatts 
near 
lajor 


een 
tract 
mn. of 
or is 
than 


ry We 
S1ON 


have 
id at 
te is 
ify 
r to 
re at 
con- 
S, or 
ould 
AU's 


isad- 
over 
ople 
only 
side 


son- 
hich 
thin 


L956, 
rvice 
ates, 
ities 
r the 
lity 
nual 
they 


also 


From 
loss. 
. the 
level 


EAE 


ee 


SALE AND TRANSMISSION OF POWER 59 


and to hold our wholesale power costs to the lowest possible figure 
attainable. 


DISTRICT'S PROPOSAL FOR CONSTRUCTION OF KESWICK-TOYON LINE 


We cannot, therefore, accept either of the alternatives which the 
Bureau of Reclamation has proposed. Instead, we have proposed to 
the Bureau that we build our own line to receive our allocated power 
directly from the Bureau. We have asked the Bureau to allow us a 
maximum of 1 mill per kilowatt hour discount to enable us to amortize 
this line and to honor the 5 percent primary voltage delivery clause 
which is part of our contract. 

Under our proposal the Bureau would benefit by not having to incur 
the payment for the 5 percent losses it absorbs under wheeling nor 
the line losses of about 5 percent in delivering power to the wheel- 
ing point. Moreover, when the line has been amortized, we would be 
willing to convey title thereto to the Government and terminate the 
1-mill discount arrangement, or to retain a of the line and to 
negotiate a downward revision of the 1 mill charge. } 

The district, and the people whom we serve, would benefit by not 
having to pay the 22 cents per kilowatt demand plus the dollar value 
of energy and demand losses ee in their 4 percent share of 
the wheeling charges over the P.G. & E. lines. 

Initially, we had some question as to whether the new line should 

be built between the Shasta powerplant and Toyon, or between the 
Keswick switchyard and Toyon. We understand from the Bureau 
that they deem it unwise to increase the load on the station service 
generators at Shasta Dam, which now supply the district’s power, 
and would prefer to have the power come through the Keswick switch- 
yard. 
" Since permanent modifications would have to be made by the 
Bureau within Shasta Dam if the new line is built from Shasta power- 
plant, we can only accept their figures, which indicate the cost of the 
modifications would make direct service prohibitive. Therefore, we 
now make our proposal on the basis of building a 115-kilovolt line 
from Keswick switchyard to Toyon. 

We believe we can build the Keswick-Toyon line, which would be 
about 8 miles long, and substation of 7,500 kilovolt-amperes or larger 
capacity, for the sum of $180,000. Based upon previously estimated 
annual usage, we pointed out that 1 mill per kilowatt hour represented 
approximately $18,396 annually. 

his amount of money would provide both interest at 5 percent and 
the principal necessary to completely amortize the line and substa- 
tion investment in a period of less than 15 years. 

Under our plan, upon amortization, the Government would no 
longer make this payment. Under P.G. & E. wheeling, the payment 
would continue indefinitely. 

We believe operation and maintenance of this line and substation 
can be accomplished for about 1.5 percent of the investment; deprecia- 
tion carried at 2.5 percent; and that the losses on the line would not 
reach 1 percent of the energy and demand. 

" The total for these items would be approximately $8,100 annually, 
This ‘would be offset to the extent of $4,570 by the primary metering 
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rate, and the balance of $3,530 would be expended by the districg ; 
place of the payment which would have to be made to cover loggeg > 
the P.G. & E. wheeling. ” 

Our plan, as readily can be seen, provides the Bureau with the imme. 
diate saving of the losses to the wheeling delivery point, and Provides 
for elimination of the 1 mill per kilowatt-hours charge in a relative} 
short period of years. It provides the district with an immediat 
saving of 22 cents per kilowatt demand, as well as an adequate source 
of power under its own operation and control. 

In addition, it provides both the Government and the district with 
a tremendous interest saving on equivalent amortized plant. It should 
be noted that all of the foregoing can be accomplished upon the dis. 
trict’s allocated 4,000 kilowatts. If the load growth is im excess of 
this, the amortization period will be accelerated, no additional line op 
substation equipment will be required, and the period of substantial 
savings to both will be brought nearer. 

Conversely, under the P. G. & E. wheeling contract, as the load goes 
up, so do the wheeling costs. 

Mr. Chairman, there are two additional matters that we wish to 
briefly bring to the attention of this subcommittee : 


POWER USE IN EXCESS OF ALLOTMENT 


First, we have been told by the Bureau that before they will execute 
a contract with us for the 4,000 kilowatts which has been allotted to 
us, the contract must contain a provision for an alternate supply when 
our loads at any time exceed 4,000 kilowatts. 

Mr. Chairman, we have here a copy of the letter to us by the 
Bureau’s regional director, dated December 15, 1958, in which the 
second sentence states : 

This requirement for inclusion in all new contracts and amendments is neces- 
sary because all of the project’s dependable capacity (450,000 kilowatts) has been 
allocated to preference agencies and the Bureau must have assurance that power 
requirements of each customer in excess of the amount allocated to it will be 
available from some other source. 

The regional director’s statement which I have quoted refers only to 
the total of the separate allocations which have been made to prefer- 
ence customers. It totally ignores the fact that the maximum simul- 
taneous integrated demand is substantially below the 450,000 kilowatts 
of available firm power. 

We understand that the maximum simultaneous integrated demand 
has not exceeded 390,000 kilowatts, and is not expected by the Bureau 
to go up to 410,000 kilowatts until late in 1964. Therefore, there is 
now, and for the next 4 years will be, a block of firm power available 


to preference customers amounting to between 60,000 and 40,000 kilo | 


watts. 

Why must the Bureau seek to hold each preference customer to the 
exact amount of its allocation, when there is such a large quantity of 
firm power available—firm power which otherwise is sent to P.G.&B 


There is another question which we do not fully understand, and | 


we probably will find through other testimony in your hearings, that 


there has been a rebuilding of Shasta’s generator which may alter | 


the amount of available power. I believe it should be investi 
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The paternalism inherent in the Bureau’s demand that we “assure” 
the Bureau that the district will have power supply in excess of the 
amount allocated is not well received by us. It is our responsibil ty to 

rovide power for our people. We shall live up to our responsibility 
as best we can. We shall be answerable to our people if we fail. But 
inno way are we responsible to the Bureau. 


UNUSED DEPENDABLE POWER 


The final matter that we want to bring to your attention is that in 
view of the availability of this block of 40,000 to 60,000 kilowatts of 
firm power that is not now being used by preference customers on their 
simultaneous integrated demand, we hereby state, and we shall offi- 
cially apply to the Bureau, that we desire to obtain more than 4,000 
Sec tabire an additional 4,000 kilowatts of this unused firm power, 
subject of course to the prior rights of the present customers to whom 
the power has been allocated. We were the first customer of the 
Bureau. We pioneered in the marketing of Central Valley project 
power. We went into this task at the urging and encouragement of 
the Bureau, and we expect to be given full cooperation by the Bureau. 

Moreover, because of our proximity to the CVP powerplants, de- 
livery of power to us involves much lesser line losses to the Bureau 
and, therefore, greater margin to the Government in the sale of such 


ower. ; 
; Mr. Chairman, may I thank you again for the opportunity to ap- 
pear before you. 


Mr. Moss. Thank you, Mr. Welty. — 
Mr. Indritz, do you have some questions? 


DISTRICT FACES EMERGENCY 


Mr. Inprirz. Yes, I do. Mr. Welty, you mentioned that if your 
load growth becomes stagnant at 2,000 cali the district could 
not increase its service to existing customers. Is there any danger of 
brownouts, or burning out of the line from overload ? 

Mr. Wetry. There apparently is substantial danger to this effect, 
on the 2,000-kilowatt limit. 

As I said, our peak this past winter has reached 2,260 kilowatts 
which is in excess of the normal] safe carrying capacity of the line, an 
we have at various times been warned that should this occur again, 
or should it exceed this, it may be necessary to pull the main switch 
on our line to cut the district off entirely for mei ly a period of warn- 
ing. It certainly indicates, in that sense, a brownout condition is be- 
ing produced purely by the danger of “brownout, or lose everything.” 
_ Mr. Inprrrz. Does this possibility indicate that your district is fac- 
ing a situation of emergency or substantial danger to the continuation 
of its power service ? 

Mr. Wetry. It constitutes quite a definite danger to our ability to 
serve our customers, and constitutes actually some Gapeer, probably, 


in the physical plant that is part of the Bureau of Reclamation’s fa- 
cilities, 
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It has brought our attention to numerous cases where people hays 
said that they feel they cannot add appliances, and so forth, in their 
homes because of this prospective danger to the service to all, 


P.G. & E.’8 OFFER TO WHEEL POWER TO DISTRICT 


Mr. Inprirz. You stated that the Pacific Gas & Electric Co, had 
offered to wheel Bureau power to the district in order to prevent the 
construction of the Keswick-Toyon transmission lines. Since the 
district was not on wheeling service, but was at that time, and stil} jg 
on direct service, could you tell us what motivated P.G. & E. to offer 
to wheel power to the district 

Mr. Wetry. I can comment on it only to this extent, that I don't 
know what goes on in the minds of other men, but I do feel that this 
offer was made because the budget for the Bureau included in it, when 
it was presented to the House Appropriations Committee, funds for the 
construction of a line from Keswick to the district, which would 
then have given the district an ample service facility. 

Mr. Inprirz. Was the Department of the Interior or the Bureau of 
Reclamation acquainted with your nonconcurrence in the P.G. & B, 
offer to wheel ? 

Mr. We ty. I would like to have Mr. Price or Mr. Rumboltz answer 
that. I was not at many of the meetings at which these points were 
discussed, and I think either one of those two would be much more able 
to answer that directly than I could. 

Mr. Price. Mr. Chairman, I went to Washington, D.C., in regard 
to this appropriation, and I appeared before the committee there, 
and then later I contacted the Bureau’s power manager, I imagine that 
is his title, Mr. Donald Campbell, and at that time he informed me 
that they were going to accept a wheeling proposal from the Pacific 
Gas & Electric Co. in lieu of the $350,000 appropriation for the Kes- 
wick line. 

And I told him pointblank that I was only one director, but I 
was sure that none of the other directors would agree to this, and 
later Mr. Bellport came to us and told us that the Bureau was going 
to withdraw their appropriation, and we would have to accept 
wheeling. 

At that time, all the directors were present, and all of them notified 
Mr. Bellport that they would not accept the proposal. 

Mr. Inprirz. Mr. Welty, you said your computation of the savings 
that would result by direct service was based on utilization of 4,000 
kilowatts. Have you made a computation as to what the savings would 
be at 8,000 kilowatts or any other larger amount? 

Mr. Wetty. Yes, sir; I have made some for my own edification, but 
none that we have carried through or had a table prepared, partly on 


the basis that 4,000 was our allocated figure, and from that standpoint | 


we had no assurance that there would be other than 4,000 that would 
be available through the Bureau as a source. 

Mr. Invrrrz. Does your figure of the total cost of wheeling of 
$5,959,165 over a 50-year period represent savings simply on the amount 
of power now allocated to you ? \ 

Mr. Wetry. That is right; yes. It in effect infers that we come up 


' 


to this ceiling, and that we never go beyond this ceiling; that is, we | 
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continue on for many, many years, say, with this ceiling of 4,000 


ilowatts. ; a d 
= Inprrrz. If your area loads increase, and if you obtain other 


ower in the future, such as from the Trinity project, would the 
amount of savings to the Government increase substantially ? 

Mr. Wetry. Yes; they would. 

Mr. Inpritz. Did you state that you estimated it would cost 
P.G. & E. between $95,000 to $125,000 to construct facilities to pro- 
vide wheeling to your district 2 

Mr. Wetry. I think I said those figures; yes. 

Mr. Inpritz. Mr. Chairman, the committee received a letter, dated 
January 14, 1960, from the Pacific Gas & Electric Co. in response to 
the committee’s request for data, as to such costs. The letter from 
Pacific Gas & Electric Co. indicates that the total investment re- 

uired at estimated price levels, in order to serve a 4,000-kilowatt load, 

would be $93,700, and that at an 8,000-kilowatt load, the investment 
cost would be $127,500, and that the annual costs of operation and 
maintenance, depreciation, cost of interest, and other annual costs 
would, at the respective levels of 4,000 and 8,000 kilowatts, amount 
to $13,330 and $17,870 to be expended by the Pacific Gas & Electric 
Co. to provide wheeling service to the district. 

I suggest, Mr. Chairman, that the entire letter be placed in the 


record. , 
Mr. Moss. Is there objection? Hearing none, the letter will be 
made a part of the record at this point. 
(The letter is as follows :) 
Paciric GAs & ELEctrrIc Co., 
245 MARKET STREET, 
San Francisco, Calif., January 14, 1960. 
Hon. WILLIAM L. DAWSON, 
Chairman, House Executive and Legislative Reorganization Subcommittee of 
the Committee on Government Operations, House Office Building Annea, 
George Washington Inn, Washington, D.C. 


Deak CONGRESSMAN Dawson: This is in reply to your letter dated December 
10, 1959, to the president of Pacific Gas & Electric Co. in which you request 
information relating to deliveries of power and energy by the company to the 
Shasta Dam Area Public Utility District for the account of the United States 
under our contract with the Bureau of Reclamation for transmission and ex- 
change service. 

Such deliveries would be made at the company’s Stillwater B substation. 

Your questions and our answers relating to service at that point of delivery 
are: 

1. What additional construction, or modification, of your company’s facilities 
would be necessary to accomplish such wheeling (a) at loads of 4,000 kilowatts, 
and (b) at loads of 8,000 kilowatts, at the existing load factor, assuming that 
the Bureau of Reclamation provides such amounts of power? 

Answer: (@) To serve this load requires the installation of a 60/13.8-kilo- 
volt transformer bank, switch, and fuses, and miscellaneous associated facili- 
ties incidental thereto capable of carrying 4,000 kilowatts. 

(b) A larger transformer bank would be installed, when needed, to supply 
8,000 kilowatts. 


2. How much total investment would be required for the construction or 
modification of such facilities? 

Answer: Total investment required, estimated at present price levels: 4,000- 
Kilovolt load, $93,700 ; 8,000-kilovolt load, $127,500, 
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3. What would be the total annual costs of such facilities, as well as the 
of the following constituent items thereof? Costy 
(a) Operation and maintenance. 
(b), Depreciation and/or amortization. 
(c) Cost of interest. 
(d@) Other annual costs. 
Answer: Annual costs: 








eer aa 
4,000-kilo- | 8,000-j 
volt load | volt vr 
salle ei tneiihe start piel metal bien a ty einiehnghite 
€a), Operation and maintenance... .-......5..........-.---5------ F $760 | 
(6) Depreciation dos ain hina aiden pe emadabidpaeras 5 wheaaees we 1 170 $76 
(ep Coat er Girpeieet.. 5. wt a Sls ods. fe DSR 4-39 55 3- a 5, 620 | 1, 600 
(d) Other annual costs: 7, 650 
(1) Taxes other than income-- ; . 2, 410 
(2) Income taxes ----- hebbinctqubts +iibhnwte’ | : 3, 370 | = 
bas al cdate Pay send... ¢ uae 
ER am CONGR. £3 hai 36h ps 5 FIG i ec Fel ease 13, 330 17,829 
AEE a hhntipgent— een etpiensapehil 


Yours very truly, 
Rosert H. Gerpes, 
Executive Vice President. 


ANALYSIS OF DISTRICT'S PROPOSAL 


Mr. Inprirz. In your proposal that you construct a transmission 
line and receive a discount, did you tell the Bureau that the discount 
would cease upon amortization of the line? 

Mr. Wetry. May I refer that to Mr. Price or to Mr. Rumboltz 
for direct action which the Board might have taken ? 

Mr. Price. If I understand you, Mr. Indritz, do you mean that we 
have offered a proposal to the Bureau in regard to the construction 
of this line? 

Mr. Moss. No, the question was, Have you in the course of your 
discussions with the Bureau informed them of the willingness of the 
district to cease the 1-mill discount upon the amortization of the cost 
of the line? 

Mr. Price. We have not. 

Mr. Inprirz. But in your present statement, are you making the 
definite assertion that upon the amortization of the line, the 1-mill 
discount would terminate and that you do not intend the proposal 
to include a permanent 1-mill discount ? 

Mr. Price. That is correct; that is correct. This is in the statement 
here. That is the proposal that we make here as public. 

Mr. Moss. Pardon me a moment. I think the proposal, as I recall 
it, is that in the event title vested with the Government, the 1-mill 
rate would stop; and that if the district continued to have respon- 
sibility for the line, there would be a negotiation aimed at scaling 
down the amount of the discount. 

Mr. Price. That is correct, amortization and maintenance, that 
only. 

Mr. Inprirz. Is it the purpose of your statement that the distre 
does not intend to make a profit, but simply desires to amortize the 
cost of the line and maintenance? 

Mr. Price. No, we don’t care for any profit ; all we want is power 
under the cheapest arrangement. 
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Mr. Inperrz. If the line is constructed from Keswick switchyard 
to Toyon, would that provide ample power for future bed 

Mr. Wutry. Yes, the minimum size line that we would uild at 
115 kilovolts would be adequate for many times what we are dis- 
cussing in this case. It would be ample for anything far beyond 
what we projected for the load of the district at the present time. 

In other words, the minimum size wire you would use, for example, 
would be adequate for many times what we are proposing to use. 

The purpose of going to that higher voltage, is that that is avail- 
able at the yard with a minimum amount of modification of fa- 
x ll You indicated in your statement that your plan 
would provide the Bureau with immediate savings of the line losses 
to the wheeling and delivery point, and would provide for the elim- 
ination of the 1 mill per kilowatt-hour wheeling charge in a rela- 
tively short period of years. Would it also provide the Bureau 
with an immediate saving of the 5 percent transmission losses? 

Mr. Wetry. It would save them that under, you might say, the 
option which they chose. If they chose to accept ownership of the 
line and substation, then we would revert to a low voltage delivery 
customer, and the 5 percent would no longer be allowed us as a pri- 
mary metering discount. 

If they left the ownership in our hands, we would continue to 
take service at 115 kilovolts and, therefore, we would be entitled to 
the 5-percent primary metering discount. 

Mr. Inprrrz. I am speaking of the 5-percent energy and demand 
which would be supplied to the Pacific Gas & Electric Co. as trans- 
mission losses under wheeling. 

Mr. Wetry. Let me get this point straight. I am possibly misun- 
derstanding your question yet. Do you mind asking the question 
again ¢ 

Mr. Inpritz. Your statement was that your plan would enable the 
Bureau to save the line losses to the wheeling delivery point which I 
understand would mean the losses on the Bureau’s lines. 

Mr. Wetty. That is right ; they would save that immediately. 

Mr. Inprirz. And later help to save the Government the 1 mill 
per kilowatt-hour wheeling charge. 

Mr. Wetry. That is right. 

Mr. Inprrrz. In addition, the Government absorbs 5 percent energy 
and demand transmission loss for wheeling on Pacific Gas & Electric 
lines. 

Would your plan provide that sort of savings for the Govern- 

ment ? 
_ Mr. Wexry. That particular item would not enter into it at all, 
in that_ we would not be in the first place asking for that 5 percent. 
It would just never appear, because it would not be a part of our 
method of service. 

Mr. Invrrrz. But the Government would have to pay that, provide 
that energy and power to P.G. & E. under wheeling. My question 
1s: Would the Government have to do so under your plan? 

Mr. Werry. They would not pay that at all. 

Mr. Inprrrz. Would that be a saving to the Government ? 
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Mr. Wetry. It would be a saving, very distinctly, yes. As we illus. 
trated it, it has an offset effect, in that we would obtain primary mete. 
ing rights which we do not have at the present time becuaat We are 
a low-voltage customer. 


CORRESPONDENCE BETWEEN BUREAU AND DISTRICT 


Mr. Inprrrz. You have mentioned in your statement a letter from 
the Bureau’s regional director, dated December 15, 1959, and tha 
letter refers to your previous letter of November 6, 1959. 

Would you supply to the subcommittee a copy of that letter fop 
inclusion into the record ? 

Mr. Wetry. Yes, we will do so, though I do not have it with me 
right here at the desk. 

Mr. Moss. When the letter is received, it will be inserted at this 
point in the record. 

(The material above referred to is as follows :) 


SHasta DAM AREA PUBLIC UTILITY District, 
Central Valley, Calif., November 6, 1959. 
BUREAU OF RECLAMATION, 
Sacramento, Calif. 
(Attention of Mr. Dugan.) 

GENTLEMEN: This letter is in reference to your letter of October 16, 1959, 

We wish to have a clarification of your paragraph No. 1: The contract rate of 
delivery can be increased to 4,000 kilowatts, providing the district will prove 
satisfactory evidence of an alternating supply source in excess of the Washington 
allocation of October 10, 1958. 

Also, with regard to paragraph No. 5: Having been informed that to be reim- 
bursed for wheeling it is necessary to contract with a third party for such service, 
the district has made tentative arrangements for such third party service, Be 
fore such an agreement can be completed it is necessary for an expression from 
the Government agency stating the conditions governing such an arrangement. 

We are sure that you are aware of the need for haste in bringing these matters 
to a head. 

Vesy truly yours, 
W.S. Price, Chairman of Committee. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Oalif., December 15, 1959. 
Mr. W. S. PRICE, 
Shasta Dam Area Public Utility District, 
Central Valley, Calif. 

DEAR Mr. Price: This will acknowledge your letter of November 6 regarding 
the requirement for an alternate supply when your loads are in excess of the dis 
trict’s allocation of 4,000 kilowatts. This requirement for inclusion in all new 
contracts and amendments, is necessary because all of the project dependable 


eapacity (450,000 kilowatts) has been allocated to preference agencies and the 


Bureau must have assurance that power requirements of each customer in ex 
cess of the amount allocated to it will be available from some other source. In 
other words, when the project dependable capacity is completely utilized, each 
preference agency must be prepared to take care of its own additional power re 
quirements. 

We are concerned with the overloading of our present Shasta station service 
supply facilities and hope for an early resolution of the problem in order that you 


may not be limited to 2,000 kilowatts. It was agreed in our October 12 meeting 


that 
whe 


that 
we 1 


Mr. W 
Chair 
Ce 
DEA 
of the 
I bel 
ment ¢ 
provid 
source 
2. A 
3. Di 
connect 
4. US 
propose 
adjust : 
Switchy 


lus- 
ter- 


rom 
hat 


for 


me 


9, 

ite of 
prove 
ngton 


reim- 
rvice, 


from 
ant. 
atters 


959. 


irding 
ne dis- 
ll new 
ndable 
nd the 


in ex: | 


‘e, In 
, each 
ver re 


ervice 


at you | 
eeting | 


SALE AND TRANSMISSION OF POWER 67 


pat construction of the Toyon-Keswick 115-kilovolt line would eliminate this 
ebeeat however, Bureau policy would not permit compensating the district for 
y neeling power for its own use over lines constructed by the district. 
with regard to the third party arrangement to which you refer, it is suggested 
that you formalize your proposal in writing. Upon receipt of this information 
we will forward it promptly to the Washington office for consideration. 
Sincerely yours, 
H. P. Duean, Regional Director. 

Mr. Invrrrz. Were there any previous letters from the Bureau 
referring to the requirement that a clause be included in all new con- 
tracts concerning the customer’s requirements for power in excess of 
the allocation ? , . ; ; , 

Mr. Wetry. May I again refer this to Mr. Price, since he is the one 
to whom this letter was directly addressed, and who also wrote the 
reply. In other words, you would have direct information from the 


man requested. ; 
Mr. Price. Just a minute. 
Mr. Inprirz. Was there such a reference in a letter of October 16, 


1959 @ , . ; 

Mr. Price. Here is the letter of October 16, 1959. I think in that 
file of letters this should have been included. Isn’t it? 

Iam sure it is. I gave each one of the three Congressmen here a 
file of letters, and I think that this letter of October 16, 1959, is in- 
cluded in that file. a ) 

Mz. Iyprirz. And does that letter state that the district will have 
to provide evidence of an alternate supply source for power in excess 
of the allocation ? 

Mr. Price. This letter of October 16, I am sure that it is in that 
filethere. It is October 16, 1959. 

Mr. Inprirz. Mr. Chairman, I request that that letter be made a 
part of the record. 

Mr. Moss. Is there objection ? 

(No response. ) 

Mr. Moss. Hearing no objection, the letter will be included in the 
record at this point. 

(The letter is as follows :) 

DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., October 16, 1959. 
Mr. W. S. Price, 
Chairman of the Board of Directors, Shasta Dam Area Public Utility District, 
Central Valley, Calif. 

Deak Mr. Price: This will confirm our meeting with you and representatives 
of the Shasta Dam Area Public Utility District in my office on October 12, 1959. 

I believe we are in agreement on four of the five requests for contract amend- 
ment outlined in your letter dated August 13, which were answered as follows: 

1. The district’s contract rate of delivery can be increased to 4,000 kilowatts, 
providing the district will provide satisfactory evidence of an alternate supply 
Source in excess of the Washington allocation of October 10, 1958. 

2: A point of delivery can be made available at Keswick switchyard. 

3. Delivery voltage of 115 kilovolts available at Keswick switchyard for this 
connection. 

4. USER metering can be installed on the 13.8-kilovolt side of the <istrict’s 
Proposed 115/13.8-kilovolt bank at Toyon. However, it will be necessary to 


adjust for bank and line losses back to the 115-kilovolt delivery point at Keswick 
switchyard. 
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. 5. Your proposal that the district be reimbursed for wheeling power over 
line you propose to build from Keswick to Toyon is contrary to the genera] poli 
of the Bureau; therefore, we cannot agree to it. cy 

We appreciated the opportunity of meeting with you to talk things over 

Sincerely yours, : 
H. P. Duean, Regional Director, 

Mr. Inprirz, What was the date of the letter in which you mag 
your offer to the district of the 1 mill discount ? ; 

Mr. Pricr. That should have been in there. 

Mr. Inprirz. Was it in your letter of August 13, 1959 ? 

Mr. Price. Just a minute, give me time to coordinate this. I am 

retty sure that this was done through Congressman Johnson’s offigs 
have this letter from Congressman Johnson which might not beg 
part of those letters there. Iam pretty sure that I have this letter hey 
from Congressman Johnson in which he himself contacted My 

Campbell in Washington, D.C., in which he himself made this offer 
Here isthe letter. I don’t think you havea copy of that. 

Mr. Inprirz. What was the date of that letter? 

Mr. Price. That was September the 14th. 

Mr. Inprirz. What year! 

Mr. Price. 1959. 

Mr. Inprirz. Do you have a letter of August 13, 1959? 

Mr. Price. August 13, 1959? 

Mr. Inprirz. Signed by W. S. Price, chairman of the board of 
directors, Shasta Dam Area Public Utility District, addressed to the 
Bureau of Reclamation, Box 2511, Sacramento, Calif. 

Mr. Price. It is in that file. 

Mr. Inprrrz. Mr. Chairman, I request that this letter be included in 
the record. 

Mr. Moss. Is there objection ? 

(No response. ) 

Mr. Moss. If not, the letter will be included in the record at this 

oint. 

(The letter is as follows :) 

Aveust 13, 1959. 

BUREAU OF RECLAMATION, 


Sacramento, Calif. 
(Attention B. P. Bellport). 

GENTLEMEN: The Shasta Dam Area Public Utility District asks your co- 
sideration of the following amendments to be added to their contract, No. 175r698, 
with the United States for the purchase of power: 

1. That the maximum rate of delivery be increased by an additional 4,00 
kilowatts. 

2. That the point of delivery be at Keswick switchyard. 

3. That the delivery voltage be 115 kilovolts. 

4. That the metering shall be at Toyon where a substation is to be co 
structed by the utility district, and that metering be on lowside, or at 138 
kilovolts. 

5. That in consideration of the Shasta Dam Area Public Utility District con 
structing the Keswick-Toyon line, the district be reimbursed pursuant to the 
same terms as set forth in wheeling agreement between the United States ani 
P.G. & E., dated April 2, 1951, section 10 (par. A) (111), payment of 1 mill per 
kilowatt-hour, and excepting 22 cents integrated demand charge. 

The district is entitled to the same consideration as the Pacific Gas & Electric 
Co, by reason of constructing the facilities for wheeling this energy. 
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r th The representative of the Department of Interior did state that it was un- 
oli > | necessary for the U.S. Government to construct the Toyon-Keswick line since 

9 they had made satisfactory wheeling arrangements to take care of Shasta Dam 
Area Public Utility District. Because of these statements to the House and 
Senate Appropriations Committees, funds to construct the Keswick-Toyon line 


or | were omitted from the 1959-60 budget. 
“a In conference with personnel of the Bureau of Reclamation, the directors of 
nade Shasta-Dam Area Public Utility District were told that the wheeling would be 


over facilities of Pacific Gas & Blectric Co., and that the United States would 
pay the 1 mill per kilowatt-hour, but the district would pay the 22 cents inte 
grated demand charge, and would lose all discount privileges now and forever 
accruing to the district. 


[ am In electing to construct the same facilities the district is entitled to the same 
iffice, consideration as would be paid to the Pacific Gas & Electrie Co., or to any other 
be a constructor of these same facilities. AK 

That such a request by a utility district does not establish a precedent, we 
here cite the following statement made by Mr. Aandahl before the House Public 
Mr, Works Committee, April 17, 1959. We quote: 
offer, “Mr. Rapaut. We have been talking about private power and public power; 


what advantages would there be to the rural cooperatives and the municipal- 
ities if there was Federal construction of the lowa transmission line instead 
of a wheeling arrangement with the private utilities? 

“Mr, AANDAHL. I will apply this specifically to the Iowa situation. 

“Mr, Rapaut. Yes. 

“Mr. AANDAHL. The Bureau of Reclamation will pay up to 1 mill for wheeling 
purposes and the price to the customer remains the same, whether we deliver 
it directly over federally built lines or wheel it. Instead of building lines we 
will pay up to 1 mill for wheeling. 


‘d of “Now then, in lowa there are a number of G. & T.’s.—generating and trans- 
‘0 the mission cooperatives. Those are sort of a supercooperative that are made up 


of a number of distributing co-ops. 
“The generating and transmission cooperatives really come into the picture 

as a utility. If a generating and transmission cooperative takes the power right 

led in off from our transmission system, we allow them 1 mill discount, which is the 
equivalent to paying 1 mill wheeling to a utility. When we get into Iowa, as 
long as we do not have Bureau lines going into lowa from which the G. & T.’s 
can take the power, we will use part of the 1 mill to pay wheeling to private 
utilities. 

t this ‘The private utilities have agreed to wheel the firm power that is taken off from 
their 115- and 161-kilovolt lines at one-half mill. That leaves half a mill dis- 
count to the G. & T.’s. 

a “If we built Bureau lines in there, they would have a full mill discount in- 
L959 stead of a half mill. That is the difference that is involved in this case. I 
should add that the cooperatives claim some other disadvantage also. 

“Mr. Rasaut. Under Federal construction, the deficit the first year is $49,000. 

“Mr. AANDAHL. Yes. 

Ir COn- “Mr. Rapaut. As you got to the fifth year, you had a surplus of $12,600. 
151608, “Mr. AANDAHL, Yes. 

“Mr. Rapaut. Over a period of 50 years you figured an accumulated surplus 
1400 | of $420,000. 

“Mr. AANDAHL. Yes. 

“Mr. Rasaut. How would the wheeling cost compare to the $420,000 over a 

number of years and how firm and for what period of time is that one-half mill 

ye COD wheeling agreement for? 
at 138 “Mr. AANDAHL. The contract has not been worked out. 

“Mr. Rasaut. How long would it be for? 


iet con- | “Mr. AANDAHL. The wheeling contracts run for 20 years. We generally do 
to the not have trouble getting wheeling contracts for a 20-year period. There is still 
tes and more to your question than you have received in answer. Let me explain fur- 
nill per ther. If we do not build transmission lines, our total cost of getting the power 

into Iowa will be 1 mill for wheeling. If we build the transmission lines into 
Dlectric Iowa and deliver the power directly to the G. & T.’s, we will give them a 1-mill 


discount instead of the half mill. In either event the cost to the Bureau will be 
59220—_60——_6 
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1 full mill to get the power in there as far as wheeling costs or discount 


: ee . are cop- 
eerned. If we build a transmission line, we have the cost of the transmission 


line in addition to the 1-mill wheeling or discount. The cost of the transmiggig 
line is an annual cost of $500,600. That is $155,200 for operation and mainte. 
nance and $345,000 for amortization and interest over a 50-year period. g 
that becomes an additional cost. cae 

“Mr. Rasavut. How much, $345,000? 

“Mr. AANDAHL. $345,000 for amortization and interest over the 50-year period, 

“Mr. Rasaut. Do you put that against the $420,000 surplus? 

“Mr. AANDAHL. If we build the line, we have a cost of $500,600 made up of the 
above two figures that we will not have under a wheeling arrangement. The 
cost of wheeling and/or discount under either circumstance is the same. When 
we build the transmission lines, we do not relieve ourselves of any wheeling he. 
cause then the entire 1-mill wheeling will go to the G. & T.’s as a discount, 
That makes an annual cost of $500,600 to balance against a $420,300 5v-year 
surplus. 

“Mr. RaBAvuT. What about this half mill for wheeling? 

“Mr. AANDAHL. If we contract with the private utilities to wheel, we wil] pay 
them one-half mill, which will leave the other half as a discount to the G. & T’s, 

“Mr. Rasavut. You pay a mill anyhow? 

“Mr. AANDAHL. Yes, under either circumstance, the cost of wheeling, is going 
to be a1 mill-wheeling or discount. 

“Mr. Fenton. Mr. Chairman, I am very much interested in that colloquy. That 
is a pretty good deal for the G. & T.’s, is it not? They get cheap money and 
also get the discount. 

“Mr. AANDAHL. Perhaps I should answer it this way. 

“Mr. Fenton. I might add plus cheap power. 

Mr. AANDAHL. The price at which the power is sold is the same for all eus- 
tomers. It is sold to G. & T.’s, it is sold to municipalities, it is sold to distribut- 
ing cooperatives, it is sold to anyone else who might buy the power at a uniform 
price, and that price is about 5% mills at a 50-percent load factor. 

“We recognize the G. & T.’s as performing about the same type of service 
that a private utility would be performing in wheeling. Therefore, if the G. & T, 
perform the wheeling, we give them the 1-mill discount. 

“T think the specific answer to your question would be that the advantage to 
the G. & T. under the arrangement is no different from the advantage that all 
power purchasers receive in being privilege to buy low-cost Federal power.” 

All parties are desirous of constructing the line as quickly as possible and 
the district will proceed as soon as an agreement is reached. 

Very truly yours, 
W. S. Pricer, 
Chairman of the Board of Directors, 
Shasta Dam Area Public Utility District. 


Mr. Inprrrz. Mr. Price, in the compilation of letters you handed us, 
there is also a letter of November 19, 1958, from the regional director, 
to the board of directors of the Shasta District, and a letter similarly 
so addressed of June 13, 1956. 

Mr. Price. 1956? 

Mr. Inprirz. Mr. Chairman, both of these letters contain references 
to the same subject, and I request that they be made a part of the 
record. 

Mr. Moss. Is there objection ? 

(No response. ) 

Mr. Moss. Hearing none, the letters will be included in the record 
at this point. 
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(The letters are as follows :) 


U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif, November 19, 1958. 


Subject: Electric power contract No. 175r—-698. 


IRECTORS, 
en Area Public Utility District, 
Post Office Bow 777, 
Central Valley, Calif. 
(Attention : Mr. Albert A. Wade, general manager). 


GENTLEMEN: Allocations have been made of the commercial power of the Cen- 
tral Valley project which includes power from the Folsom and Nimbus power- 
plants. This is to inform you that an allocation of 4,000 kilowatts has been made 
Ove ‘are eurrently considering a form of contract amendment which will in- 
corporate this new allotment of power, or such lesser amount as you may desire, 
as a new contract rate of delivery, and will include provisions relating to auxil- 
jary power service which you may obtain from other suppliers, and perhaps 
other matters. The necessary arrangements covering possible auxiliary service 
will be an important relationship and may delay the actual amendment of your 
contract. ; 

In the interim, commercial power will be furnished you on a temporary basis 
up to the power capacity limitations on our Toyon facilities. We trust this notifi- 
cation of the proposed increase in your contract rate of delivery will enable you 
to engage in such planning as you consider appropriate. 

Very truly yours, 
B. P. BELLPoRT, Regional Director. 


U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., June 13, 1956. 
SHasTaA DAM AREA PUBLIC UTILITY DISTRICT, 
Post Office Box 1000, Central Valley, Calif. 
(Attention: The secretary.) 


GENTLEMEN: Some time ago, we acknowledged your request of October 2, 
1953, for increasing the contract rate of delivery under our contract for electric 
service to Shasta Dam Area Public Utility District, contract No. 175r-698, dated 
January 9, 1947. By a letter to us dated November 5, 1953, from your attor- 
ney, Mr. Daniel S. Carlton, he requested us to keep your application pending. 

We now have some additional firm power for sale by reason of the contribu- 
tion from the Folsom and Nimbus powerplants to the Central Valley project’s 
firm power supply. We plan to take action by July 15, 1956, on all requests for 
increases in contract rates of delivery. We urge you, therefore, to inform us 
promptly whether you now wish a contract change in accordance with your pre- 
vious request, or what your wishes are in the matter. Your attention is called 
to the minimum monthly billing provision in the R2-F2 rate schedule applicable 
under the contract, which is as follows: “Minimum bill: $1 per month per kilo- 
watt of the contract rate of delivery.” 

In order for us to evaluate all requests in relation to the available firm power, 
please furnish us with your estimates of the annual maximum kilowatt demand 
and annual kilowatt-hours for fiscal years 1957, 1958, 1959, and 1960 for the 
Shasta Dam Area Public Utility District. 
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The above estimates are also needed at this time under our power contract 
with the Pacific Gas & Electric Co. This contract requires that we inform the 
company annually of the estimated electric power requirement for the ensuin 
4-year period of loads of the United States and its customers. The compane 
uses this information in planning for the firm power requirements of the rod 
pursuant to our contract with the company for integration and firming of proj- 
ect power so as best to meet the combined loads of both parties. ’ 

Your attention is directed to paragraph 5(b) of our contract with you which 
reads as follows: 

“The electrical energy involved hereunder will be delivered as 3-phase, alter. 
nating current, at a nominal frequency of 60 cycles per second, and at nomina) 
delivery voltages to be agreed upon by the parties hereto. The electric energy 
will be so delivered in amounts which the contractor may from time to time 
require up to a maximum rate of delivery, hereinafter called the contract rate 
of delivery of 5 kilowatts. The contractor shall have the right to use energy 
at greater than said contract rate of delivery only if and when it is available 
as conclusively determined by the contracting officer.” ? 

While in the past it has not been necessary for us to restrict ‘the use of 
energy to the contract rate of delivery, we anticipate that it will be necessary 
for us to do this in the near future. Thereafter, use would be limited perma. 
nently to the contract rate of delivery. It will be necessary, therefore, for yoy 
to make arrangements for additional power from another source, This ar. 
rangement should be effectuated promptly so that when your use of Centra) 
Valley project energy is restricted by us to your contract rate of delivery you 
will have an assured outside source of power, and the necessary changes in 
our contract with you can be made. 

Since we expect to determine, on or about July 15, what increase may be 
made in your existing contract rate of delivery, please let us know by ‘that 
date what your decision is with respect to making arrangements for an addi- 
tional power supply. Changes in our contract with you will be dependent on 
your conclusion of such arrangements. 

We desire to obtain promptly the 4-year estimates for the Pacific Gas & 
Electric Co. and the amount of your requests for an increase in the contract rate 
of delivery. 

Sincerely yours, 
C. H. SPeNcER, Regional Director. 


COST OF CONSTRUCTING KESWICK-TOYON FACILITIES 


Mr. Inpritz. Mr. Welty, you estimated the cost of constructing the 
Keswick-Toyon line and substation would be approximately $180,000. 

The committee had requested the Bureau of Reclamation to provide 
its estimate of the cost of such facilities, and the Bureau estimated that 
it would cost $317,000 and $357,000, respectively, to construct facili- 
ties serving a load of, respectively, 4,000 and 8,000 kilowatts. 

Would you comment on the difference between your estimate and the 
Bureau’s estimates ? 

Mr. Wetty. I don’t have a copy of the Bureau’s estimates, so I am 
really at a loss to know exactly what was all in that. As I recall, just 
from earlier discussions, there were some changes which the Bureau 
made in their estimates which substantially lowered the figure from 
that, I believe. 

I may be wrong on this, but I think that they were substantially 
lowered from that partly by the fact that certain original estimates, 
and again I am speaking purely from memory of discussions, rather 
than from having papers in front of me—certain original estimates in- 
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eluded substantial installation or modification of Keswick yard itself, 
which were not necessary, as I remember it. Pa 

Mr. Invrrrz. Would you describe the type of transmission line and 
substation that your estimates would include ? 

Mr. Wexry. Our immediate estimates were prepared on the basis 
of a 115,000-volt line using 2-pole, H-frame, wood pole construction for 
approximately 6 of the 8 miles, and to use single-pole for the re- 
stricted area that we wanted to confine the width of the line through 

ivided area. 
hs balance would be along relatively open and unsettled territory, 
and would allow the H-frame construction in longer spans. — 

Mr. Invritz. Do you say that $180,000 would be sufficient to con- 
struct the line, and substation, from the Keswick switchyard to 

yon 
Ne Wetry. In my estimate, that is adequate to do that work, and 
tocarry the construction overhead with it. 

Mr. Inprrrz. I don’t have any more questions. 

Mr. Smrru. All I want to say is I think the witnesses here have 
certainly presented us with a very exhaustive statement, and it is so 
exhaustive, as a matter of fact, that I don’t have any questions. I 
think they are all answered in the statement. 

I have no questions, Mr. Chairman. 

Mr. Moss. Mr. Barry? 


FOWER FOR DISTRICT 


Mr. Barry. Mr. Welty, I wonder if you could tell me if you are 
aware that the Shasta district is the only customer in the Nation 
who has gotten power off the house generator. 

Mr. Wetty. I don’t know whether that is so or not. 

Mr. Barry. Well, I understand that is the case; it is very 
unusual 

Mr. Weury. I don’t know whether that is so or not. I know of 
instances where there has been service, on which I was not familiar 
with the exact details, such as the city of Cascade locks. 

Mr. Barry. Now, as I understand it, the Shasta Public Utility 
District doesn’t want Pacific Gas & Electric power because of the 
payment of a transformer fee, is that correct, Mr. Price? 

r. Price. Mr. Barry, I will answer you quickly; that is one of 
the things, the cost, and another is, if you realize, we are in direct 
competition with the Pacific Gas & Electric; they have a line down 
one side of the street, we have a line down the other side of the 
street. 

Mr. Barry. Is your line down the other side of the street already ? 

Mr. Price. Oh, yes. 

Mr. Barry. And it is existing now ? 


= Price. And you may say they don’t like us to expand too 
much, 
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Mr. Barry. You could say the same for them, too, couldn’t you? 

Mr. Price. Well, I will say the same for them; I like competition. 

it is not hurting us. : 
WHEELING FEES 


Mr. Barry. Now, there is another matter here. You ask in your 
letter and in your petition to receive a 1 mill wheeling fee. 

I wonder if you were aware that in 17 States no wheeling fee ig 
paid to any direct customer. Are you aware of that? 7 

Mr. Price. I am only aware of the fact that it has been paid in other 
cases. 

Mr. Barry. Well, are you aware that it is a policy never to pay a 
wheeling fee to a customer directly, but where that fee is being paid 
it is being paid to a third party ? a 

Mr. Price. I don’t understand the logic of that but, of course, that 
is the reason why I am here. 

Mr. Barry. That is the Bureau of Reclamation policy, and it has 
been the policy for many years. 

Mr. Price. Well, here is the wheeling proposals of the Missouri 
Valley; we have that. 

Mr. Barry. Well, there is no wheeling fee in 17 States of the Nation, 
and what the Shasta Public Utility District is asking for here is g 
preference treatment that nobody else in the Nation gets. 

Now, if they were to get such a thing, and then build your own lines, 
or extend them, and then get the mill fee, what is to prevent the 
Sacramento District from coming in and saying, “Well, you are giving 
this fee to Shasta; why don’t you give it to us?” 

And as soon as they do that, then obviously there is only one way 
the Bureau can collect enough revenue to operate and break even, and 
that way is to charge everybody more. 

So I just point that out to you. 

Mr. Price. I don’t agree with you. 

Mr. Barry. Well, whether you agree with me or not, it is a fact. 

Mr. Price. I think my logic is sound. We are saving the Govern- 
ment a lot of money. 

Mr. Barry. Your logic, in a particular instance, fits into a policy 
that goes back over several administrations of the sale of power, and 
this is not a policy that is set up by the present administration. 

This is a policy that existed in the former administration, and after 
all it was Harold Ickes who said that it is cheaper to use private lines, 
and he was a Democrat, and that certainly isn’t just the present admin- 
istration that is imposing undue burden upon the distinguished com 
munities to the North. This has been a policy that has been in 
existence for many years. 

Now, I want to ask you another question. I didn’t quite get the 
tenor of your feeling until you said you got into Washington, and 
you were discussing this matter in the Interior Department, and you 
said “it wasn’t agreeable to me.” 
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Now, do you mean that if the Secretary of Interior is willing to 
spend the money necessary to bring power to your community, you are 
unwilling to accept it? Would you have your community remain in a 
slow state of growth, or stagnation, because of some arbitrary feeling 
about some private company? What is this thing? I am curious to 
know why you were so emphatic about it. tte . 

Mr. Price. Well, I think you are kind of twisting the question 
there, Congressman. In other words, I think it has been proven in 
that statement there it would cost us sufficiently more for power so 
that we could not serve our customers. That is exactly what it meant. 

Now, when I went to Washington, I was familiar with the wheel- 
ing contracts. I knew all of its terms; I knew all about it, and when 
Mr. Campbell brought up the subject of wheeling, I knew it would 
force us out of business and we would no longer be of service to people 
of our district. ‘Ho ! 

Mr. Barry. Would you still want this if you didn’t get the 1 mill 
wheeling fee ? 

Mr. Price. You are asking us to go into the future, what we would 
do. We are before you now asking you to consider our proposal, 
and we feel that it is fair. Now, if that proposal is not accepted, you 
are asking me to tell you what we would do. We would meet the 
conditions. 

Mr. Barry. I have given you an example here that in 17 States the 

roposal you are making would not be operative in any place else 
in the country. The indications are you are butting into a policy that 
has been laid out for many years. So then I come back with a ques- 
tion, would you still like to have it your way, that is—not having 
Pacific Gas & Electric there, providing you didn’t get the mill fee. 

Now, I would go one step further with you and explain the wheel- 
ing fee. You have indicated that you are quite familiar with it. 

As you know, the Bureau has a contract with Pacific Gas & Electric 
to wheel at a one-mill rate—it doesn’t matter whether it is a short 
distance or many, many miles. 

Now, in your particular instance, you are about as close to this 
source of power as anyone could possibly be, so it is a very short dis- 
tance; so actually you would be getting, or at least your proposal is 
that you want a fee to be paid you to correspond to the same fee as the 
Reclamation Bureau has been paying Pacific Gas & Electric for dis- 
tances many, many times that. 

Now, they do have a blanket overall rate which they can afford to 
maintain providing they have some short hauls as well as long hauls. 
Here you are taking the smallest hauls they have and asking for the 
same amount of wheeling fee. Now, wouldn’t you, as a reasonable 
man, think that that is a little bit absurd ? 

Mr. Price. The central point of delivery, as far as the Central Valley 
project is concerned—Mr. Welty could answer it better than I can 
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Mr. Barry. Let him answer, it because after all this js 
— _ 
Mr. Price. Now, Mr. Welty has pointed out the line ] : 
the Government absorbs to Tracy. ! oe 

Now, you say we are taking the shortest haul away from them. Now 
if you will look on the map it can be very well demonstrated that the 
wheeling point of the greatest proportion of the power emanates atte 
close to Tracy. It is right there at that station, in other words, that 
they deliver most of their wheeling power. ; 

Now, to deliver to us, they have to go to Cottonwood, which is some 
22 miles away. Then they have to go 22 miles back. I think if you 
will look on the map you will see a great many points they are wheel. 
ing from at Tracy is not a greater distance; in other words, I think 
itis well balanced. 

Mr. Barry. Well, here you are in a situation where you do take g 
short haul away, and a company willing to put up the capital neces. 
sary to supply additional power for your area is already here, 

We in the Government are doing everything we can to keep down 
expenses so we can balance the budget and keep inflation from run. 
ning rampant, and here you are with an opportunity to get the power 
you need for your growing community, and you are saying you don’t 
want it, take it out of the till in Washington and add to the tax burden, 

Mr. Moss. Now let’s put this thing back in context. The agency is 
not here asking for anything from the Federal Treasury. In fact 
their proposal on its face very clearly demonstrates that an economy 
would be achieved, both by the Bureau and by the Shasta Dam Area 
Public Utility District. That is a fact; and we will have an oppor- 
tunity to explore those facts with Mr. Dominy and Mr. Dugan tomor. 
row, and I don’t think that either of the gentlemen can successfully 
challenge those facts. 

So, there is not a question of feeding anything from the Federal 
Treasury, and any such inference is distinctly erroneous. 

Now, secondly, the gentleman has made a very serious mistake in 
his statement of policy controlling the actions of the Bureau of Recla- 
mation for many years. 

The gentleman distinctly stated that there was no policy of grant- 
ing discounts. I have before me now—— 

r. Barry. No, you have made an error. I said there was a dis- 
count in the Missouri Valley. 

Mr. Moss. All right. You said no other contract. 

Mr. Barry. I said there was no—— 

Mr. Moss. I am not arguing with the gentleman. I am going to 
consume my time as he has his. 

Mr. Barry. You have used my time. 
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pISCOUNTS USED TO REPAY CONTRIBUTIONS TO CONSTRUCT TRANSMISSION 
LINES 


. Baghdad Water Corp., 1941, advanced to the Bureau 
J eaiabetion $295,000. On April 1 of 1953 they were granted 25 

ercent of the monthly power bill as rebate to underweigh the amor- 
sation advance. The rebate was completed in March 1957. _ 

The Department of the Army, Yuma test station, Yuma, Ariz., had 
a series of contracts, 1947, 1949, and 1952; made advances which were 
finally amortized in 1953 with a 25 percent of monthly power bill 
Fane trtentite District, Yuma, Ariz., made an advance in 1943 
which was finally amortized in 1944, and for which they received 
50 percent of the monthly ue bill as a discount. 

I will place in the record a compilation of such contracts. 

(The compilation is as follows) : 
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City of Fort Morgan, Colorado 

Supplement No. 1, dated May 10, 1940, to original Contract No. 12r-10476 Dro 
vided that the City would procure and convey to the United States, certain equi 
ment at a price of $3,090, said amount to be refunded to the City by crediting i 
with payment of 50 percent of each monthly power bill until said $3,090 had been 
completely refunded. 


Monolith-Portland-Midwest Co. 

Contract No. 12r-15132, dated September 22, 1944, provided that Monolith. 
Portland-Midwest Co. advance $30,000 to the United States for construction of 
facilities to be used in furnishing electric service to Monolith. Any additional 
funds needed to cover the cost of these facilities were to be advanced by the 
Company. Any of the funds not used in providing these facilities was to pe 
returned to Monolith upon completion of construction. The remainder was to 
have been refunded to Monolith by crediting the Company with 50 percent of each 
monthly bill for electric service until the full amount had been refunded. Supple. 
ment No. 1 dated September 30, 1944, to original Contract No. 12r—15132 provided 
that the Company would furnish to the United States, for use in constructing the 
facilities contemplated in the original contract, materials and labor as requested 
by the United States, in lieu of a pro rata amount of cash otherwise to be ad- 
vanced under Article 14 of the original contract. 


Morgan County REA 


Supplement No. 1, dated January 16, 1940, to original Contract No. 12r—10593 
provided that Morgan County REA convey to the United States facilities valued 
at $15,000 and advance $100,000 to the United States for the construction of 
additional facilities, said amount of $115,000 to be refunded to Morgan County 
REA by crediting it with payment of 75 percent of each monthly power bill 
until the full amount had been refunded. Supplement No. 2 dated May 2, 1944, to 
original contract No. 12r—10583, provided that Morgan County REA would ad- 
vance $150,000 to the United States for construction of Prospect Valley Substa- 
tion. This $150,000 was to be refunded to Morgan County REA by crediting 
it with payment of 75 percent of each monthly power bill until the full amount 
had been refunded. 


Poudre Valley REA 

Contract No. 12r—11801, dated August 24, 1940, provided that Poudre Valley 
advance $50,000 to the United States for construction of facilities. Any portion 
thereof not expended in providing the facilities was to have been returned to 
Poudre Valley immediately upon completion of construction ; the remainder was 
to have been refunded by crediting Poudre Valley with payment of 75 percent of 
each monthly power bill until the full amount had been refunded. Contract No. 
12r-11801 was replaced by Contract No. 12r—15064, dated July 10, 1944, which 
provided for a continuation of the refund by crediting Poudre Valley with pay- 
ment of 75 percent of each monthly power bill until the amount still due under 
12r-11801 had been refunded. 

Mr. Moss. I want to point out to the gentleman that the Bureau is 
now negotiating contracts with the L. & O. Power Cooperative, the 
Upper Missouri Generating & Transmission Electric Cooperative, and 
the Dakotas Electric Cooperative, which would propose again to uti- 
lize the same basic policy im effecting an amortization. 

Now as to the contention that the wheeling fee has never gone toa 
direct market for power, I submit that every bit of power that Pacific 
Gas & Electric buys and utilizes, whether it is at a secondary or 
primary rate, is going to a company actively engaged in the direct 
merchandising of power, identically the same operation proposed to 
be undertaken by the gentleman of this cooperative, the Shasta Dam 
Area Public Utility District. That policy is well established in the 
Bureau. 

I am just as amazed as you are at the tortured reason of the Bureau 
in stating that they would not give to you the same consideration 
which has been granted to so many when it would result in a saving to 
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ou. I agree with my colleague that we are desperately 

ee the cupertunity to eines the cost of the Government, but 
the management of projects today, the utter disregard of the oppor- 
tunities to effect such economies, leaves me completely dumfounded ; 
and one of the main objectives of this hearing is to receive from the 
Commissioner, Mr. Dominy, and from the district director, the bene- 
fits of their reasoning. Perhaps they can make rational that which to 
me at the moment appears to be completely irrational. 

Now I want to thank you gentlemen for what in my judgment ap- 

ars to be an excellent eed You gentlemen are excused. 

The next witnesses will be Assemblyman Paul J - Lunardi, Mr. 
George Buljan, mayor of the city of Roseville, Calif., Mr. David 
Koester, the city manager of the city of Roseville, and Mr. Wilson H. 
Fieberling, city engineer of Roseville. 

We shall first hear from Assemblyman Lunardi, who was mayor of 
the city of Roseville at the time we held our last hearings in 1956. 

Mr. Lunardi, do you solemnly swear that the testimony you are 
about to give before this subcommittee shall be the truth, the whole 
truth, and nothing but the truth, so help you God ? 

Mr. Lunarpt. I do. 


TESTIMONY OF PAUL J. LUNARDI, ASSEMBLYMAN, SIXTH DISTRICT 
OF CALIFORNIA 


Mr. Lonarvr. Mr. Chairman and members of the subcommittee, my 
name is Paul J. Lunardi. Iam an assemblyman from the sixth district 
of California. : 

I am a resident of the city of Roseville and served on the Roseville 
City Council for 9 years, from 1950 to 1959. For several of these years 
I served as the mayor of the city of Roseville. I was on the city 
council during much of the time that negotiations were going on to 
obtain Federal power and I was on the city council at the time that 
Roseville did finally obtain Federal power in 1956. 

As a former city official and a resident of the city of Roseville, as 
well as a member of the California State Assembly, I am vitally inter- 
ested in the matters being explored at this hearing. I feel that the 
matters being discussed at this hearing are of great importance not 
only to the city of Roseville and the other participants in this hearing, 
but also to the entire Central Valley project area and the public at 


large. 

Without trying to discuss the details or specific problems of the 
agencies represented here, I would like to express my views on the 
principal points being explored by this committee. 


PREFERENCE RIGHT TO FEDERAL POWER 


If firm Federal power is available then I believe very strongly that 
aaa customers should have the first right to that power. 
ville badly needs this power and as an existing preference cus- 
tomer it is entitled to power which may be available. 
This has been one of the basic policies in all Federal Govern- 
ment power projects. According to testimony that has been presented 
here it appears that there is firm project power available which is 
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not presently being utilized by preference customers and that the 
will be such power available for several years in the future. 2 

If this is true then I feel that the preference customers in the project 
area should have first right to receive this power. I feel that ‘th 
Bureau would not be treating the people in the area rightly jf ther 
do not see that this power is made available to preference customer, 

If present Bureau policies are such that they are not allowed to give 
this power to preference customers, then I feel that the policies should 
be modified so that this is made possible. 


COSTS OF WHEELING AND DIRECT SERVICE 


I am also interested in the testimony that has been presented here 
concerning wheeling costs and the possibility of preference customers 
taking their power by direct service. In cases shies it can be shown 
that direct service would be cheaper to the Government than the 
wheeling arrangement, then I think that direct service should be 
allowed. 

I fail to see why the Bureau should be opposed to direct. service 
arrangements if they are more economical to both the Federal Govern- 
ment and to the preference customers involved. After all, any time 
that the Federal Seaumne can save money, it is of benefit to every- 
one, not just to a privileged few. 

The successful operations of the Central Valley project are of 
interest to all in California. The future stability of the entire Central 
Valley project has a direct effect, not only on the people within the 
Central Valley project area, but all other areas of the State as well, 

Therefore, I feel that the Federal Government should do all within 
its power to assure that future stability of the project. If money 
can be saved by direct service to preference customers, then it seems to 
me direct service should be allowed for the general good of the project, 
If the project cannot pay out at present rates it will mean that 
eventually rates will have to rise with a subsequent increase in costs 
to the people of the area and to the Federal Government as well. 

I feel that the existence of the Central Valley project and the Fed- 
eral power that has been made available by it has had a very beneficial 
effect on the economy of our State. Bidensl power projects serve a 
very useful purpose by providing a yardstick for power costs. This 
has been demonstrated in our own area. 

This in turn has a very beneficial effect upon the economy of our 
State. By keeping power rates as low as possible, we benefit the peo- 
ple not only directly but also indirectly by encouraging industrial de- 
velopment in our State which is vitally needed to provide jobs for our 
rapidly expanding population. 

I would like to say we have testimony behind us to bring out some 
of the figures that have originated since the contract was made with 
the Federal Government, and I will not get into those because the 
testimony then would be repetitious, and we have the city manager 
and others to testify for the city of Roseville. 

I would like to say just in conclusion that I appreciate the fact that 
you have come to Sacramento and to California to hear out this very 
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important issue, and I want to congratulate you, Mr. Chairman and | 


Congressman Johnson, for the opportunity. 
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Mr. Moss. Well, thank you. Congressman Smith, have you any 

estions ? 
ar. Sairu. No. 

Mr. Moss. Congressman Barry ? 

Mr. Barry. No. ie 

Mr. Moss. I thank you, and I might add that it is very pleasant to 
again return home to California. 

Mr. Buljan, Mr. Koester, and Mr. Fieberling, will you gentlemen 
raise your hands. 

Do you solemnly swear that the testimony you are about to give 
before this subcommittee shall be the truth, the whole truth, and noth- 
ing but the truth, so help you God ¢ 

Mr. Butsan. I do. 

Mr. Korsrer. I do. 

Mr. Freeertina. I do. 

Mr. Moss. Will you identify yourselves for the record ? 

Mr. Butsan. I am George Buljan, mayor of the city of Roseville. 

Mr. Korster. I am David C. Koester, city manager of the city of 
Roseville. ‘ 

Mr. Fresertinc. Wilson H. Fieberling, city engineer and utilities 
superintendent, city of Roseville. 

Mr. Moss. Mr. Mayor, you may proceed. 


TESTIMONY OF GEORGE A. BULJAN, MAYOR, CITY OF ROSEVILLE, 
CALIF.; ACCOMPANIED BY DAVID C. KOESTER, CITY MANAGER, 
AND WILSON H. FIEBERLING, CITY ENGINEER AND UTILITIES 
SUPERINTENDENT 


Mr. Butsan. Thank you. Mr. Chairman and members of the com- 
mittee, my name is George A. Buljan, and I am mayor of the city of 
Roseville, Calif. 

The city of Roseville is a rapidly growing community of 13,000 
population located 19 miles east of the city of Sacramento in the gen- 
eral Sacramento metropolitan area. 

Roseville has been in the electric power distribution business since 
1912. During these years the municipally operated power system has 
been a considerable asset to our community, providing excellent serv- 
ice at low rates. For many years Roseville purchased its bulk power: 
from the Pacific Gas & Electric Co. 

Shortly after Shasta Dam was completed and Federal power was 
to be made available for preference customers, Roseville made its first 
application for Federal power. This was in 1945. As a matter of 
fact, Roseville was the first preference customer to apply for Federal 
power from the Central Valley system. 

Due to reasons which have been already reviewed by this committee, 
our city was not successful in obtaining Federal power. until 1956. 
The fact that we are now receiving such power was largely as a result 
of the actions of your committee, for which we are very grateful. 
Savings to our community are now approximating $100,000 per year 
as a result of being able to obtain this power. 

_ Weare vitally interested in the matters to be explored at this hear- 
ing; namely (a) the feasibility of selling available firm power, on a. 
withdrawal basis, to existing preference customers, and (4) the rela- 
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tive advantages of wheeling versus direct service to Central Valle 
project preference customers. y 

The city of Roseville power contract with the Bureau expires op 
December 31 of this year. We are concerned about the renewal of 
this contract in view of the Bureau’s expressed desire that supple. 
mentary power contracts must be entered into by preference customers 
to take care of any power needs above our present contract amounts, 

Bureau estimates show a substantial block of firm power wil] be 
available during the next few years. We feel we should be eligible 
to buy this power as existing preference customers. 

Weare also interested in the results of this investigation into direct 
service versus wheeling. If it is possible for both the preference cys. 
tomers and the Federal Government to save money by utilizing direct 
service rather than wheeling, then I think we should be practical and 
see how it can be done. 

We do not wish to convey the impression that we are dissatisfied 
with our present power contract or our relations with the local office 
of the Bureau of Reclamation, as we have been very pleased with both, 
However, we do feel that in the long run we all benefit by any savings 
which can be realized by the Federal Government or its agencies, 

We are very much interested in the future stability of the entir 
Central Valley system because of the benefits it is providing to the 
Nation as a whole and to the State and local communities in California, 

I do not propose to discuss the technical details of the points men- 
tioned above as these will be covered by the statements to be presented 
by our city manager and city engineer who are more familiar with these 
items than I am. 

I want to express my appreciation to the members of this committee 
for taking the time from your busy schedule to come here and consider 
our problems, and we appreciate the privilege of having the oppor- 
tunity to appear before you. 

Mr. Moss. I think we will proceed with the statement of Mr. Koester, 
and then the questions will be directed to you as a group. 


TESTIMONY OF DAVID C. KOESTER, CITY MANAGER, CITY OF 
ROSEVILLE, CALIF. 


Mr. Korstrr. My name is David C. Koester. I am the city manager 
of the city of Roseville, Calif. 

I am pleased to have the opportunity to appear before your com- 
mittee once again. I should like to make a statement of our city’ 
position concerning Central Valley project power allocations. 


POWER NEEDS OF ROSEVILLE 


aeemeRT Ep 


Roseville is presently receiving power under a contract entered into | 
with the United States on October 24, 1956. This contract expires on | 


December 31, 1960. The original contract was for 7,250 kilowatts, 
and this was later increased by 50 kilowatts to 7,300 kilowatts in 1958, 
when the Bureau made additional allocations of available power toits 
existing preference customers. 

The city at that time requested an increase in its allocation to 10,00 
kilowatts, but the increase granted was only 50 kilowatts. We 
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that we were entitled to a larger increase of our allocation at that time. 

We are now very concerned about meeting our power needs during 
the years immediately ahead, particularly until such time as Trinity 

wer may become available. We have, incidentally, already applied 
ar power from the Trinity project, if and when it does become 
Ee. iter demand to date has been 6,360 kilowatts which 
occurred in December 1959. On the basis of our present load growth 
we feel that we will reach our contract: demand of 7,300 kilowatts in 
December of this year or possibly before. Therefore, we feel that 
our critical period will occur during the years from 1961 to 1964, or 
until such time as Trinity power does become available. 


AVAILABLE CENTRAL VALLEY PROJECT POWER 


We have copies of the data made available to your committee show- 
ing the Bureau of Reclamation estimates of firm power that will be 
available during the next 4 years. These figures show that through 
1964 the maximum integrated simultaneous demand of existing prefer- 
ence customers will be from 40,000 to 60,000 kilowatts below the 
450,000 kilowatts of power that is available on a firm basis from the 
Central Valley project. This is the block of power in which we are 
vitally interested. 

We have been advised informally by the Bureau that new contracts 
are now being prepared to replace those, such as ours, that expire at 
the end of this year. They advise us that we cannot expect any in- 
crease in contract amounts in our new contracts as all available firm 
project capacity has been contracted for. 

We have also been told informally that before new power contracts 
are signed that it will be necessary for us to have signed contracts for 
supplementary power and that any power used in excess of our con- 
tract amount will have to be purchased from other sources. 

From a practical standpoint this, of course, means from the Pacific 
Gas & Electric Co., as this is the only other presently available source 
of power for us. 

e feel that preference customers should be entitled to first use of 
this power. It seems inconceivable to us that we should be forced 
to buy all our power needs in excess of our present contract amount 
from the Pacific Gas & Electric Co. under a supplementary contract 
arrangement if, in fact, at that same time there is a substantial block 
of firm power available which is being sold to the P.G. & E. at less 
than the cost at which it is being resold to us. 

For this reason, we think it would be highly unfair to require the 
city of Roseville to have such a supplementary contract at this time. 
In fact, we even question the legality of this provision in the sales and 
exchange contract which, in effect, we feel denies preference customers 
the use of the available firm power. 


AMENDED BUREAU—P.G. & E. CONTRACTS 


The new wheeling contract and power sales and exchange contract 
between the Bureau and P.G. & E. Co., dated September, 1959, con- 
tains these new provisions mentioned above. Although I do not pro- 
fess to be an attorney and do not wish to get into a discussion of the 

59220—60-_7 
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technical legal aspects of this matter, our interpretation of these pp 
visions leads us to believe that they are highly discriminatory to sf 
We cannot understand how the Bureau could have had the best a 
terests of its preference customers in mind when it approved q con. 
tract which apparently contracts away its ability to deliver available 
firm power to preference customers. 

I would like to suggest to this committee that you and your counse} 
take a very close look at these provisions and how they will affect the 
city of Roseville and other preference customers. During the time 
that negotiations were taking place on the new wheeling contract 
and at no time prior to its approval by the Bureau, were we consulted 
nor to our knowledge were our representatives in Congress asked to 
review or comment on these provisions or how they would affect ys 

The net effect of the new contract on Roseville, as we understand jt. 
will be that we will have to purchase from P.G. & E. Co. at rates vet 
to be determined, al] our power needs in excess of 7,300 kilowatts 
We will then be buying from P.G. & E. Co. at substantially higher 
prices the power which rightfully should be going to us directly in the 
first, place. r 

What we are really asking for is the right to obtain sufficient power 
to take care of our needs until such time as the maximum integrated 
simultaneous demand of preference customers exceeds the 450,000 
kilowatts firm capacity of the Central Valley project. When the time 
comes that the Central Valley project firm power is all used, then we 
believe that it will be our responsibility to provide for our excess de- 
mands as we see fit. This we are perfectly willing to do. 


ROSEVILLE’S REQUEST FOR MORE POWER 


Our big problem now is simply to get more power. By the Bureau's 
own estimates it is there and we don’t wish to let technicalities stop 
us from obtaining something we feel we are rightly entitled to. 

This committee will recall from the 1955 and 1956 hearings that 
Roseville was kept from receiving any Federal power at all for 10 
years by technicalities and doubletalk, and we don’t intend to let this 
happen again if we can help it. 

We feel there are several ways by which the Bureau could deliver 
us this available power. They could agree to simply allow us to ex- 
ceed our contract amount so long as firm project power is available, 
They could give us a contract for firm power on a withdrawal basis. 

As existing preference customers we feel we should have first 
priority for such a contract. We have no objection to additional pref- 
erence customers obtaining such contracts either but we do feel the 
Bureau has an obligation to protect and to try to help its existing 
preference customers, 

The city of Roseville is actually talking about a very small request 
here in terms of the total project capacity. Our total estimated de 
mand to 1965 is only approximately 13,000 kilowatts, which is just 
5,700 kilowatts more than our present contract. This may really 
sound rather insignificant to some, but to our small] city this is of 
major importance. 

We will appreciate any assistance this committee can give us Il 
obtaining additional power to meet our needs. We feel that our re 
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yest is reasonable. We need more power, and according to the 
burean’s own estimates the firm power will be available during the 
riod we need it. It seems only a matter of technicalities standing 
in our Way. ; ’ 
~ ae you for this opportunity to appear before you. 
Our city engineer has testimony to offer on the wheeling. 
Mr. Moss. Mr. Fieberling, would you like to make your statement 
at this time ? 


TESTIMONY OF WILSON H. FIEBERLING, CITY ENGINEER AND 
UTILITIES SUPERINTENDENT, CITY OF ROSEVILLE, CALIF. 


Mr. Fresertinc. My name is Wilson H. Fieberling. I am a regis- 
tered civil engineer in the State of California, and I am employed by 
the city of Roseville as city engineer and utilities superintendent. 


FINANCIAL FEASIBILITY OF DIRECT SERVICE TO ROSEVILLE 


Our mayor and city manager have testified concerning our contract 
renewal and power needs. My testimony will concern the financial 
feasibility of a directly connected 115,000-volt transmission line to 
the switchyard at Folsom Dam. 

The city of Roseville is located in the foothills of the Sierra Nevadas 
approximately 7 miles north of Folsom Dam and Reservoir. We pres- 
ently purchase all of our power from the Central Valley project. The 
P.G. & E. Co. wheels the power to us under the wheeling contract, 
and we are the largest non-Federal customer of the Central Valley 
project taking service under wheeling. : 

Our present contract, which expires on December 31, 1960, is for 
7,250 kilowatts. Our highest peak demand to date was 6,360 kilowatts 
in December 1959 and the total kilowatt hours used in 1959 was 26,- 
008,100. A 230,000-volt Bureau transmission line between Folsom 
and Elverta switchyards runs through our city, and we have naturally 
wondered whether we might connect directly to this line and save the 
wheeling costs. 

We have discussed the possibility of a direct connection with the 
Bureau of Reclamation personnel and were told that provisions for 
operation problems would make a direct connection to the Folsom- 
Elverta line running through our city unreasonably high in cost. 

Understanding that the Sacramento Municipal Utility District will 
soon disconnect from its present bus-bar connection at Folsom switch- 
yard, making the existing equipment available, we employed a con- 
sulting engineers, Mr. Roy Cowles, of the Rogers Engineering Co., of 
San Francisco, to prepare for us an estimate of cost for constructing 
a 115,000-volt transmission line from Roseville to the Folsom switch- 
yard and a substation at Roseville to step the 115,000 volts down to 
12,000 volts. 

Thave utilized the estimate of cost given in this study to evaluate the 
economic advantage or disadvantage to the city of Roseville and to 
the Government of the city constructing a substation and transmission 
line to Folsom switchyard. To do this I have compared the average 
yearly cost to the city for financing and operating this line and sub- 
station with the saving which would accrue to the city each year in 
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wheeling charges. In order to arrive at the yearly costs I used th 
eosts in the report from Mr. Cowles, less $50,000 for regulators ; 
regulators are not furnished under wheeling and leaving them , ‘ 
would make the direct service comparable to wheeling. sie 

The total cost for construction to serve a load of 15,000 kilowg 
our consultant estimates as $638,080. At the request of this commit 
tee, Bureau personnel estimated the cost of this direct connection rm 
the same load, if constructed by the Government, as $954,000, This 
is shown on table D as sent to us by Congressman Moss. I have 4 
pared a comparison of the Bureau estimate and that of our consultan 
which the committee may wish to examine. 

(The materia! referred to is as follows:) 


Comparison of city of Roseville and Bureau of Reclamation estimates Of cost 
for constructing a direct 110,000-volt transmission line from Folsom Switch. 
yard to Roseville and a substation at Roseville with capacity of 15,000 kit. 
watt demand 





Ss J 


























City of B 
Roseville "Te 
— Sc 
A, Transmission line: 
TT dnt scndnavescocetses imaipinnegiaeetseetgnadiah enanininit (1) () 
ED ctcdacandcvtdansdcccasbesibooecreveksnesdtadatdadiodcawed $43, 590 $40, 000 
Re ial tee Riiedl to mente ininenwts det ene baneeoreto 111, 000 109, 900 
nn PHUNUNNNN, Ue tote eon noc ncacenenciametoceseanes—nss 66, 080 67,100 
IN CNB ar itn icn thnk pnsige 5 ticcin d-545 650d 4a do bpp eqessdenacus 0 24° 000 
En ccunnbunke<nathasymeananasedeannnadat 0 20,000 
Bere OUNeN  eo  L  asssid 6.000 
Contingencies_....._- SIR a eT ee ee () 40, 000 
magincaiany Git Overhena. bs 2h ce. 11, 000 66, 000 
eT HEIN HINO onc ccccncwmsvcebacrepiubaccannanisasend 231, 580 373, 000 
B. Roseville substation: 4 
Ps, hth eG. cil bibadvaboddalonedbentauaael (4) () 
Land and improvements_-___..... 20, 800 18, 100 
ee ewan 149, 400 198,71 
High-voltage equipment. -.......-...--.-..----..-......- sébendcdeed 118, 800 73, 900 
inc i nicindhndinhemsgduarccibseniinan ae itesigl 106, 500 0 
es eee dd hbk ddl dob wot ss ln (3) 41,000 
ee I bibanbed panerinedes 0 6, 600 
Nee ee eee cateaccettsaperbecdncnetsee 20, 000 82, 700 
en III RIO Se el ie emenneda Siemmwcnns 406, 500 | 421, 000 
C. Folsom switchyard changes, assuming Sacramento Municipal Utility 
District vacates connection: 
es Ge CONNONNIND ST. ., natanadodasecosdaasebiimouadnend¥eysddiusdebcegaaeet 47,7 
nn... ott. camamdang bhoemenneeaaeien oma enven -apaianiel 60, 400 
er Vee TUO. £ 56h coe S iSkin l esc ban dee dé gb shew b3b5508 3S- Frldadbl Eber. 2,50 
he Se le eo See nathidiia hace gdil tienes sid-obap asl aii aniewnin 16, 850 
PRISON GENE VOTING ss ood b kk nd lic atimandsvessbiccdcncafeccsaus dakeedda 32, 500 
SEL. WROD SUECCRRT ENG CRONIN. noone a omkpencbends=npecelsosmeoncetenas 164, 000 
EOS 6 oti es sh dsb bend db $< dha RMON ES bo me bnws 638, 080 954, 000 





1 Dual circuit steel tower. 

22 separate wood pole lines. 

3 Included above. : ; 
43 1 phase transformers with space on new site including contingencies. 
523 phase transformers on existing site, no low voltage equipment. 


I do not wish to go into all the details of this comparison but will 
say that the estimates, although prepared hastily, do not differ greatly 
and are reasonably comparable. Our estimate did not include con- 
struction within the area of the switchyard which is normally paid for 
by the Government. This cost was estimated by the Bureau to be 
$160,000; therefore, the Government figure would be reduced to 
$794,000. 
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Another difference is that our consultant estimated a double circuit 
steel tower line which the Bureau estimated two separate wood pole 
lines. The most significant difference is in the estimate of engineering 
and overhead items, which differences amounted to $117,700. 

Our estimate of average yearly cost with a metered demand of 15,000 
kilowatts is even closer to that of the Bureau. I estimate the average 

early cost as $53,900 compared to a Bureau estimate of $45,350. I 
included substation and transmission losses of $6,900 which were not 
included in the Bureau estimated yearly costs.” , 

We would be obliged to sell revenue bonds for this type of Project, 
and we should not issue bonds for more than 30 years and could expect 
to pay about 5 percent interest. Our yearly costs must include the 
principal and interest on these bonds even though the average life of 
such facilities may be somewhat longer. ha 

The Bureau has used 50 years at 3 percent with a provision for the 
life of the facilities. It is apparent that we do not differ substantially 
with the Bureau personnel on yearly costs. 

The saving to the city which would result from this direct connection 
if the average monthly demand for the year was 15,000 kilowatts at 
our present load factor of 52.9 would be $52,680.24. Therefore, sub- 
tracting from yearly costs, at 15,000-kilowatt demand, the city would 
would lose about $1,200 per year. We should reach a demand of 
15,000 kilowatts by 1968 and between completing the line, say in 1962, 
and 1968, the average loss to the city would be about $7,900 per year. 

Our costs for wheeling, as we take power at 12,000 volts, are 22 cents 
per kilowatt of demand plus 4 percent added to both metered kilowatt 
demand and kilowatt-hour energy prior to computing charges on the 
R2-F2 rate schedule. 

In addition to our wheeling charge the Central Valley project 
must pay 1 mill per kilowatt-hour delivered plus 5 percent added to 
our metered kilowatt and kilowatt-hour, although this power can be 
delivered as energy as prescribed in the contract. These costs to the 
CVP are substantial, and we understand that they have been repeat- 
edly criticized by the Comptroller General as being unreasonably 
high. 





?Subcommittee note: As the record shows, Mr. Fieberling testified, immediately before 
introducing the foregoing table comparing the cost estimates made by Roseville and the 
Bureau, that the Bureau’s estimate of $954,000 as the total construction costs was set 
forth on table D, which the Bureau transmitted to the committee by letter of Jan. 8, 
1960. That table set forth the Bureau’s estimate of annual costs for amortizing, operat- 
ing, and maintaining the transmission facilities at load of 15,000 kilowatts as $56,400. 
Mr. Fieberling was therefore requested to explain why he testified that the Bureau’s 
aT of such annual costs was $45,350. His letter of Apr. 11, 1960, stated as 
ollows : 

“In order to arrive at the Bureau’s estimate of costs for constructing the lines which 
might have been constructed by Roseville, it was necessary to subtract the $160,000 cost 
of additional facilities at Folsom switchyard. Therefore, the amount to be amortized 
would be $794,000. 

“Multiplying $794,000 by 0.05022 gives approximately $39,850. Adding to this $5,500 
operation and maintenance, as estimated by the Bureau for operating the Roseville sub- 
station and the line, gives a total of $45,350. 

“Multiplying our estimate of cost for constructing the facilities $638,080 times the 
present value of one at 5 percent for 30 years gives approximately $41,500. Adding to 
this the $5,500 O. & M. costs and losses in the transformers and transmission line of 
$6,900 gives a total yearly cost of $53,900. This we estimate to be the actual average 


annual cost for 30 years to the city for constructing and operating this transmission line 
and substation.” 
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POTENTIAL SAVINGS 


If Roseville were to construct the direct connection to Folgo 
switchyard, the saving to the CVP at a metered demand of 15.009 
kilowatts at our present load factor, would be $88,487 per year wainy 
Bureau figures in table C and subtracting wheeling charges paid by 
Roseville. : 

We should subtract from this yearly saving to the Government the 
cost of operating and amortizing the added facilities within the Fol. 
som switchyard, and using Bureau figures the yearly saving would 
then be approximately $77,437. This does not count any losses ab. 
sorbed by the CVP in transmitting power to P.G. & E. at Traey, 

Therefore, although the city would not benefit directly by a direc 
connection before 1968, the Central Valley project would benefit sub- 
stantially because the Government would have no wheeling or trans. 
mission charges of any kind. . 

We feel that some portion of the 1-mill wheeling charge paid by the 
Government should be allowed us to help pay the annual cost of the 
lines. Such a discount has been allowed to the Sacramento Municipal 
Utility District, our neighbor to the south, and several other directly 
connected customers throughout the country. ; 

The city of Roseville could effect its saving by simply installing 
transformers at its existing switchyard to convert 60,000 volts to 19. 
000 volts. The P.G. & E. 60,000-volt lines presently serving Roseville 
run within 1,300 feet of our substation site and the cost to the city 
for the transformers and equipment would be about $120,000. We 
could utilize our present substation site for 60,000 volts rather than 
purchasing a new site as required for 115,000 volts. Roseville would 
then have to pay no wheeling charges at all and no transmission losses, 
On the other hand, the Government would still pay the same wheeling 
charges. 

The wheeling contract appears to have been set up this way to make 
direct. connection financially impractical for customers even though 
costing the Government substantial sums of money. If we built the 
direct connection, the Government would not only save the wheeling 
charges but we would have to bear the transmission losses from Fol- 
som switchyard to Roseville. 

We are impressed with the great savings to the Central Valley 
project resulting from the direct connection built by the Sacramento 
Municipal Utility District. It is important to Roseville that expenses 
to the CVP be kept to a minimum. 

We believe that electrical customers should pay all reasonable cost, 
allocated to power, in the reclamation projects. If the costs go up 
then certainly rates should be raised so that the project is self-sup- 
porting. Excess wheeling costs would certainly hasten the day when 
the rates will have to be raised, and as a customer we are naturally not 
anxious to hasten that day. 

Thank you very much. 

Mr. Moss. Thank you. 

Mr. Inprrrz. Mr. Buljan, in your testimony you indicated that the 
city of Roseville is now saving approximately $100,000 a year asa 
result of being able to purchase CVP power. Does that avin 
from the difference in cost of buying CVP power and buying Paeifi 
Gas & Electric power? 
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gAN. Yes. 
er saat. Do you know the average price the city of Roseville 
ays for the CVP power? 7 Dil zl 
Mr. Busan. Right now, the approximate price is 5.41 mills. 
Mr. Inprrrz. Do you know the price that you would have to pay for 
P.G. & E. power at the present rate schedule, if you bought it ? 
Mr. Butsan. Yes, under their schedule R, it would be approxi- 


mately 9.3 mills. 
INCREASE IN POWER ALLOCATION 


Mr. Ivprrrz. Mr. Koester, you said that the city of Roseville in 
1956 contracted for 7,250 kilowatts, and that since then you had been 
allocated an additional 50 kilowatts. Has the city executed an 
amended contract to include the additional 50 kilowatts ¢ 

Mr. Korster. No, we haven’t. After the increased allocations were 
made in 1958, we received a letter that our allocation had been in- 
creased by 50. We never did execute a new contract; it is just in 
the form of a letter notifying us that we had 50 kilowatts more. 

Mr. Inprirz. Did the letter indicate that a contract would be 
executed ? ; 

Mr. Koester. I don’t recall the wording of the letter. 

Mr. Inprrrz. Could you supply the committee with a copy of that 
letter ? 

Mr. Korster. Yes. 

Mr. Invrirz. Mr. Chairman, I request that the letter be included 
in the record when it is received. 

Mr. Moss. Is there any objection ? 

(No response. ) 

Mr. Moss. Hearing none, the letter will be included in the record 
at this point. 

(The letter is as follows :) 

U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Sacramento, Calif, October 30, 1958. 
Mr. Davip C. KOESTER, 
City Manager, City of Roseville, 
Roseville, Calif. 


Deak Mr. Koester: This will acknowledge your letter of October 27, 1958, 
concerning recent allocations of Federal power made by the Bureau of Reclama- 
tion, Washington. 

Information regarding contract amendment requirements is being prepared 
for all customers receiving new allocations. 

Contract amendments incorporating increases allocated to the city of Rose- 
ville will be forwarded for your review at an early date. 

Sincerely yours, 


B. P. BELLPoRT, 
Regional Director. 

Mr. Inprrrz. You stated that you requested the Bureau to increase 
the allocation to 10,000 kilowatts, but received an increase of only 
50 kilowatts to make a total of 7,300 kilowatts. Did the Bureau state 
why your request was not granted in full? 

Mr. Korster. No, they didn’t. 

Mr. Invrrrz. Was there any explanation as to the difference in the 
amount you requested ? 

Mr. Korsrer. No. 


Mr. Inprrrz. Did you endeavor to find out? 
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Mr. Koester. No, not particularly, no. The allocation had be 
made, and they said that was the allocation, and that was that, ; 

Mr. Inprtrz. Did you acquiesce in the allocation ? 

Mr. Kosrster. No. 

Mr. Inprirz. Did you challenge it? 

Mr. Koester. Not at that time, no. 


COMPARISON OF ESTIMATES 


Mr. Inprrrz. Mr. Fieberling, you indicated that there is a substap. 
tial difference between the estimates you made concerning engineerin 
and overhead costs and those of the Bureau of Reclamation, and that 
the difference amounted to $117,700. Whose estimates of overhead 
were higher, the Bureau’s or yours? 

Mr. Fresertine. Their estimates are $117,700 higher than ows, 
They do have a very high overhead problem. All of the work, I sup. 
pose, which they do here has to be applied to their project. I don 
mean to be critical in that statement, but that was their estimate as 
compared to ours. 

Mr. Inprirz. Where does that difference appear in the figures yoy 
submitted with your statement? 

Mr. Freser.ine. It is a comparison of the Bureau’s estimates for 
engineering and overhead items, $66,000 plus $82,700, totaling 
$148,700, whereas our estimates of $11,000 and $20,000 for engineering 
and overhead total $31,000. Thus, the difference is $117,700, 

Mr. Inprtrz. Do you think that is an unusually high difference for 
engineering and overhead estimates? 

Mr. Fresertinec. I would rather not say so. I feel that these esti- 
mates are a result of Bureau engineering policy of long standing, We 
took our consultant’s estimate of what he would charge for doing 
the engineering. 


Mr. Inprrrz. You stated previously that you had estimated the an- 


nual cost of the transmission line and associated facilities on the basis 
of 30 years, the same period that you issue revenue bonds. 

Would the life of those facilities exceed 30 years? 

Mr. Fresertine. Yes. That is a question which is hard to answer, 
but taking Federal Power Commission studies, and I am just trying to 
remember, I think the substations would average 32 years and the 
transmission lines 45 years. 

This is really something which would be a policy for the city cou- 
eil to make as to whether they would want to amortize over longer 
periods, the bonds which they would have to sell. 

Thirty years is a long enough time to consider paying off in annual 
payments, even though facilities might last longer than that. 

We do this on most.of our facilities. 

Mr. Inpritz. By estimating costs on the basis of 30 years, are you 


overstating the costs that would actually be incurred over the life | 


of the facility ? 

Mr. Fresertinc. That is true somewhat, considering the average 
life of steel in transmission towers; not to a great degree, however, 
with roughly 32 years as compared to 30, for substations and 45 years 
as compared to 30 for transmission lines. 

Mr. Inprrrz. Have you made any effort to indicate the total amount 
of savings over the 30-year period, or over a 50-year period? 
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Mr. Frevertinc. No, I have not, We merely indicated that the 
yearly saving, and I haven’t computed—you simply have to multiply 
hy 30, and take into consideration the interest on the money, 

Mr. Inprrtz. In your statement you indicated that you had seen 
estimates of the Bureau of Reclamation as to the cost of wheeling. 
Where did you see them ? ! 

Mr. Fiesertine. Well, the costs of wheeling are included in table 
C, prepared by the Bureau of Reclamation, which was furnished to 
US, if that is what you mean. — : 

Mr. Inpritz. Are you familiar with the figures set forth in table C? 

Mr. Fresertrna. I hope so. ' 

Mr. Inpritz. I have here summaries of computation based on that 
table C. I would like to hand this to you for your examination. 

(The summary is as follows:) 


Charges payable by Bureau of Reclamation and city of Roseville for wheeling 
of Bureau power to city over lines of Pacific Gas & Electric Co. 
I. DURING 12 MONTHS’ PERIOD DEC. 1, 1958 TO NOV. 30, 1959 


Note.—Billing demand ranged between 4,805 kilowatts (May 1959) to 6,396 kilowatts (August 1959); 
total kilowatt-hours was 26,614,120, with monthly average of 2,217,843 kilowatt-hours. 





Cost Cost 
absorbed reimbursed 
by Bureau by city 


to Bureau 
! 











Deets §0-P.G.: OBB s «00002 -cncseccasscnnsadssccecssscsasssacausd + $39, 978 50 }- sasesssesace= 
ieaeaa veneened PED GID IDOI cscs cnn ct cennencnesshc ah enatahonciemanae edamame 14, 388. 00 $14, 388. 00 
ne 10 DONOR ois ascunaiidammatdenmaitltlcuss eeeeteeen RA Bt ee 








Value of power and energy delivered by Bureau to P.G. & E. as “‘transmis- 
sion losses” in wheeling over P.G. & FE. lines........-.. coisa tachiaces ah te Fe 6 es, 
Amount reimbursed by Roseville to Bureau___._....-. pe abuciaen Lae tena 4, 777. 87 4, 777. 87 
Amount absorbed by Bureau_...........-........--2-.-22- Se aoe SOAR ee 
Bureau’s total annual wheeling cost. _.............-.-.-.-.-------- ee SH CNS (2k. 
Bureau’s average monthly wheeling cost.............-- Dihdat ita ditcassias tetas I aire 


Roseville’s total annual wheeling cost_____.___- scsektnwtatnce aweeesiton seit ee 19, 165. 87 
Roseville’s average monthly wheeling cost_..........-.....-.-- we ennn nn ene na| ow nnnencenne n= 1, 597. 16 
na eae retainer eccmgiettasapentetenaie Reeananiciapesstincesetageess peed ial tia iiaalllcs 
Il. AVERAGE MONTHLY DATA WHEN CITY OF ROSEVILLE USES FULL PRESENT 

ALLOCATION OF 7,300 KILOWATTS AT PRESENT LOAD FACTOR OF 52.9 PERCENT 

(2,821,041 KILOWATT-HOURS MONTHLY) 

NCI cnr ccc iii cl 























Cost ab- Cost reim- 
sorbed by bursed by 
Bureau city to 
Bureau 
Amount Bureau would pay to P.G. & E__......---.--.-.--------- es 
Amount Roseville would reimburse to Bureau__._....._....__...______ esceaicnba 1, 606. 00 $1, 606. 00 
Amount Bureau would absorb........___.._.___- ssisiiete nicki Ueleibethtcnnsibiaied A eee 
Value of power and energy Bureau would deliver to P.G. & E. as “‘ transmis- ee eas a 
sion losses” if the power were wheeled __._____._______ Pinna acattadae ts Lo 9 
Amount Roseville would reimburse to Bureau_...__- nenkaicaaeaiieaciiiaaiee: 615. 68 615. 68 
Amount Bureau would absorb....................................._._. 5 CRE O06 b dccncancuetie 
Bureau’s monthly wheeling costs.............._-_..........----------..-- ‘ 8 3 ae 
ee ae 46, 572. 96 scieie 
Roseville’s monthly wheeling costs.............................___ Sse Fa ae 4: ; 2, 221. 66 


Roseville’s‘annual I le a Ee ie eae 26, 660. 18 


eine hence la Nl 
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Charges payable by Bureau of Reclamation and city of Rose 
of Bureau power to city over lines of Pacific Gas & Electric 


ville for wheeling 

Co.—Continneg 

III, AVERAGE MONTHLY DATA IF ROSEVILLE USES 10,000 KILOWATTS AT pp 
LOAD FACTOR OF 52.9 PERCENT (4,016,168 KILOWATT-HOURS MONTHLY 


ESENT 














| [. | | os 
Cost ab- Cc 
Os 
sorbed by teats 
Bureau city to ’ 
Bueray 
Amount Bureau would pay to P.G. & E........-.----.------------- S40 dstecas $6,061.70 |____ 
Amount Roseville would reimburse to Bureau-----.------------------------ 2. 200. 00 Bare 
rn i Ce ee. | o  upenedsumaveiieomiee ded 3, 861. 70 in 


Value of power and energy Bureau would deliver to P.G. & E. as‘ ‘transmission 











RE 7 ee NOON WN WYN gon ccc enna geen si ccnemecanns acaceny 1,897.64 |____- 
Amount Roseville would reimburse to Bureau-_-_..--.---.--- Lol Dabble. abies 843. 40 | ea 
en are WOE WINN as. ian Sonics i Sess oo cs 2055.5 1, 054. 24 bak tor 
eg a a ae ee are 4,915, 94 ol) er 
SURO DIMATINOND NURINDNEED UGG odes a cdcae ncotucesecssbhnssccsheecencue . 58, 991, 28 |. Te 
eg aa eset ties 3 043. 4 
nan SN III, aio), ght dula didn dace mm acmbns auiedaevnnghndeliwacde a ean 





36, 520. & 

a 

IV. AVERAGE MONTHLY DATA IF ROSEVILLE USES 15,000 KILOWATTS AT PRESENT 
LOAD FACTOR OF 52.9 PERCENT (6,024,252 KILOWATT-HOURS MONTHLY) 


TS 








Cost ab- Cost reim- 
sorbed by bursed by 
Bureau | city to. 
Bureau 
ee, Ene TERS RG BG. FAs OP ign be cwannecc ane camenupiininnsnennewnn $0, 002. 56 j..........- 
Amount Roseville would reimburse to Bureau------------- scneesewennneeaheeed 3, 300. 00 | $3, 300,00 
AIBSUNE DULeati WOU QHD. otis aso i ode casi nas eq eceessecendenuues 5, 792. 55 | 


Value of power and energy Bureau would deliver to P.G. & E. as “transmission 
losses’”’ if the power were wheeled__-_-- 2, 846. 46 


Seeaseve veces coccesseccusesescoaces | < 





Amount Roseville would reimburse to Bureau........----..----------------- 1, 265. 09 1, 265.09 
Pr cee WOU GINOTD........ «oc cncncne scenes oosccsdennseaine . -+| ae 1, 581. 37 a: oe 

i os cc codisacwcewancscebtetennudsuneandconsn 7, 373. 92 ihn 

SE OI CON ia. a5 3 cnnanedagsbenssessedsdessosesscdentaptveciebe 88, 487.04 |...... 

DE TEENe OMENS WEEE CONOR. cock no ccnct ncn ecaseoccsescnasnbousscenns hw a és a ' 4, 565, 00 





DORN o sss sors shea cca ec ocaecaeeadcecseuaene cane <aavaawaneeee 54, 781.08 
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term wheeling costs for delivering Bureau of Reclamation power to city of 
Roseville by wheeling over lines of Pacific Gas €& Electric Co. (assuming 
15,000 kilowatts at present load factor of 52.9 percent ; 6,024,252 kilowatt-hours 
monthly ) 

I. Assuming power is wheeled for 30 years: 

*“" 4. Value of wheeling cost to Government : 


(1) Amount paid (including value of transmis- 
sion losses on P.G. & E. lines), $88,- 


AT OOS CE | FORT icecrh gem nnenemgebhicantin ake $2, 654, 611. 20 
(2) Principal plus interest at 3 percent com- 
pounded yearly (factor: 47.5754)_-__.-_-___ 4, 209, 806. 32 


B. Value of wheeling cost to Roseville: 
(1) Costs (including value of transmission losses 


on P.G. & E. lines), $54,781.08 30 years... 1, 643, 482. 40 
(2) Principal plus interest at 5 percent com- 
pounded yearly (factor: 66.4888) —-_______ 3, 639, 589. 22 


II. Assuming power is wheeled for 50 years: 
A. Value of wheeling cost to Government: 
(1) Amount paid (including value of transmis- 
sion losses on P.G. & E. lines), $88,- 


RPE Or SON ss iii te gaakee eae 4, 424, 352. 00 
(2) Principal plus interest at 3 percent com- 
pounded yearly (factor: 112.7968) ________ 9, 981, 058. 95 


B. Value of wheeling cost to Roseville: 
(1) Costs (including value of transmission losses 


on P.G. & E. lines), $54,781.0850 years_.___ 2, 739, 054. 00 
(2) Principal plus interest at 5 percent com- 
pounded yearly (factor: 209.348)_________ 11, 468, 309. 54 


LONG-TERM COSTS OF WHEELING TO ROSEVILLE 


Mr. Inprirz. I direct your attention to the summary computing the 
long-term wheeling costs for delivering Bureau of Reclamation power 
to the city of Roseville by wheeling over the lines of Pacific Gas & 
Electric Co., assuming a 15,000-kilowatt load at the city’s present load 
factor of 52.9 percent. 

Do you recognize the figure of $88,487.04 ? 

Mr. Fresertine. Yes, that was the figure prior to deducting the 
yearly amortization cost of the facilities within the Folsom switchyard 
fence. I think it came to $77,437 after deducting that figure. That 
was a saving to the Central Valley project just in wheeling charges, 
not including transmission losses to Tracy. 

Mr. Inprirz. Does that cover a period of 1 year? 

Mr. Freseririne. Yes. 

Mr. Inprrrz. How much would the total be for 30 years? 

Mr. Fresertine. You have $2,654,611.20. I think this would be 

somewhat less, considering the deduction for amortization of the facil- 
ities within the yard. 
_ Mr. Inprrrz. If you exclude that deduction for the purpose of arriv- 
ing ata total amount for the wheeling costs, and deduct the amortiza- 
tion cost of facilities later, would $2,654,611.20 be correct for the 
wheeling costs ? 

Mr. Fresertine. That is correct, yes. 

_ Mr. Invrrrz. How much would this 30-year cost amount to, with 
interest compounded at 3 percent ? 

Mr. Fiesertine. That, you have $4,209,806.32. I, of course, didn’t 
make these computations. . 
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Mr. Inprrrz. Do you recognize the figure of $54,781.08, as represent. 
ing the amount of the annual wheeling cost to Roseville? 

Mr. Fieperiinea. Yes. 

_Mr. Inprrrz. Is that total figure shown on the Bureau of Reclama. 
tion table C? 

Mr. Freseriine. Well, it is necessary to arrive at that figure, but it 
can be done from that table. 

Mr. Inprirz. And how much cost would Roseville incur over 30) 
years ? 

Mr. Fresertine. Again you have $1,643,432.40. 

Mr. Inpritz. Would you indicate, on the basis of the tables fyr. 
nished you, what would be the value of the wheeling cost to the Gov. 
ernment over 50 years? 

Mr. Frieseriine. To the Government, including 3 percent interest 
compounded annually, $9,981,058.95. 

Mr. Invritz. How much would the value of the wheeling cost to 
Roseville be over that period ? 

Mr. Freseriine. At 5 percent compounded annually, the cost to 
Roseville would be $11,468,309.54. 

Mr. Inprirz. Now, you referred previously to a deduction for amor. 
tizing certain costs of the Bureau’s facilities in its switchyard. Would 
the deduction of that cost in any way result in reducing the amount of 
Roseville’s wheeling costs? 

Mr. Fresertine. No. 

Mr. Inprirz. Would that amortization deduction be a reduction 
from the $11,468,309.54 of Roseville’s 50-year wheeling costs? 

Mr. Firsertrne. No, that would not be. 

Mr. Inprrrz. How much would Roseville save over 50 years at 
15,000-kilowatt load by having direct service instead of wheeling? 

Mr. Fresertinc. Well, including interest compounded yearly at 5 
percent, $11,468,309.54. 

Mr. Inprirz. Is the city interested in saving almost $11,500,000? 

Mr. Fresertina. Well, certainly, if I could speak for the city 
council, I would think so; yes. 

Mr. Moss. Mr. Smith? 


FUTURE POWER REQUIREMENTS 


Mr. Smiru. As I understand it, then, you are using about 6,300 
kilowatts now, is that right? 

Mr. Freseruine. Yes. 

Mr. Busan. Yes. wily 

Mr. Smiru. And 7,300 kilowatts is your present allocated limit! 

Mr. Busan. Yes. 

Mr. Smirn. And poe think you will be using 16,000 kilowatts by 
1968, is that correct 

Mr. Busan. Yes, sir. 

Mr. Smiru. Now, in connection with renewal of this contract that is 
about to expire, does the Bureau now say that you are going to have 
some provision there to buy from P.G.& BE. ) 

Mr. Buusan. Yes, before we can negotiate a contract with the 
Bureau we have been told that we will have to have a supplementary 
contract with Pacific Gas & Electric. 
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Mr. Smatu. Is that provision a part of the contract you have at the 

resent time? —__ 

Mr. Butsan. No. 

Mr. Sirs. Well, now, as a matter of fact, if you have that supple- 
mental contract, and in 2 years some power is available from Trinity, 
or somewhere else, will you be able to accept that power or will you 
have to buy under the supplemental contract ! ‘ 

Mr. Butsan. Well, we will still have a contract with P.G. & E., and 
as far as I know; yes, sir. | 

Mr. Smiru. How long a contract are you on now? 

Mr. Koester. It expires at the end of this year. 

Mr. Butsan. It was entered into 4 years ago. 

Mr. Smitu. Were you with the city council 4 years ago? 

Mr. Butsan. No; I wasn’t. ' 

Mr. Smtru. Was the city manager with the city council at that 
time? 

Mr. Koester. Yes. y 

Mr. Smiru. Was there a mention then of requiring you to have a 
supplemental contract also? 

Mr. Korsrer. No; not at that time. _ . 

This is a provision, as I understand it, that has been added in the 
newly approved wheeling and power and sales exchange agreement 
between the Bureau and P.G. & E, executed in September of 1959. 

Mr. Smirxu. Did that provision come from the Bureau’s Washing- 
ton office ? 

Mr. Koester. Yes. 


COMPARATIVE COST DATA 


Mr. Sir. As I understand you to say, that power from Central 
Valley is 5.41 mills per kilowatt-hour and it would cost you 9.37 mills 
per kilowatt-hour to purchase from the private company, is that 
right ¢ 

r. Korster. That is right, 5.41 mills per kilowatt-hour was our 
average cost during the calendar year 1959, and our engineer com- 
puted what our cost would have been for the same power under the 
schedule R which the other cities are under for the same year. 

Mr. Smirn. That means that the private power would cost you 72 
percent more; is there some other factor in there? 

Mr. Korster. I didn’t compute that percentage. 

Mr. Smiru. It seems like a terrific difference. 

Mr. Korsrer. Well, it is; that is why we are concerned. 

Mr. Smirn. Yes. And did I understand you also to say, then, that 
according to your computations the Federal Government would save 
$88,000 per year on a 15,000-kilowatt load 2 

Mr, Fiesertine. Yes, again deducting their facilities in Folsom. 

Mr. Smirx. I should make clear what I meant by the last state- 
ment was if you were to have your own transmission lines the Fed- 


eral Government would save $88,000 a year. That is all I have, Mr. 
Chairman. 


Mr. Moss. Mr. Barry. 
Mr. Barry. Gentlemen, it kind of seems as if the little city up in 
the northern end of Shasta County, if they got what they were after, 
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there wouldn’t be any opportunity for you to get an increase ip y 
future requirements here. ” 
Certainly your requests are modest in relation to the amount needed 
by your city to keep you in business, but granting Redding’s needs 
would appear to absorb practically all the present availability. : 
It seems a travesty that there isn’t enough power for everyone, byt 
that is an apparent fact. 

Mr. Fieberling, I would like to ask you if you had seen the figures 
that you have before you about which Mr. Indritz was questioning vou 
before ? vie 

Mr. Freseriine. No, I hadn’t. 

Mr. Barry. And the entire line of questioning was over figures that 
you did not compute or have any responsibility ? 

Mr. Fresertine. That is correct. 

Mr. Barry. I would like to ask, Mr. Indritz, the source of the figures 
that you used here, sir. 

Mr. Moss. The Chair will have to rule that question out of order. 
The counsel is not on the witness stand. You will have to direct your 
question to the witnesses. 

Mr. Barry. Well 

Mr. Moss. Now, the Chair has made his ruling. You may direct 
your questions to the witnesses. 

Mr. Barry. I have a right to make a statement, Mr. Chairman, 
whether I ask a question or whether I don’t, and I would like to make 
the statement that the figures shown to me do not indicate by whom 
they weve compiled, and I object to their being placed in the record 
until such time as I know. 

Mr. Moss. Well, now, if the gentleman will desist for one moment, 
IT shall read to the gentleman a rule which I hoped I would not have 
to cite. Rule 5 of the House Committee on Government Operations 
of the 86th Congress states: 


our 





Any member of the full committee may sit with any subcommittee, but may 
not vote on any matter before the subcommittee unless he is a member of the 
subcommittee. 

The Chairman is attempting to accord you the widest latitude, but 
T respectfully submit that you are a member of the full committee; you 
are not a member of the subcommittee, and the committee’s rules 
therefore will govern. 

Mr. Barry. [ still 

Mr. Moss. Has the gentleman any further questions for the wit- 
nesses now before this subcommittee 4 

Mr. Barry. I would like to raise a point of order. 

Mr. Moss. You cannot even raise a point of order. 

Mr. Barry. I think it is a high-handed proceeding. 

Mr. Moss. I have read the rule to you. 

Mr. Barry. I am after the facts, and I think basically the rest of 
the Nation wants the facts in this situation. 

Mr. Moss. If the gentleman wishes to ask the Chairman, the Chair- 
man will be very happy to respond to the gentleman. 

Mr. Barry. Well, of course, if you know where the source of the 
information is 

Mr. Moss. The source of the information is a compilation prepared 
by counsel at the direction of the Chairman. 
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Mr. Barry. That is all I wanted to know. It would have saved 
alittle time if you had answered it earlier. sss om ahaa wit 

Mr. Moss. The gentleman didn’t direct the question to the Che 
oe. Barry. Well, I directed to his counsel. 

Mr. Moss. eee etc: to pursue a debate, we will have 

c ull effect of rule 5. 
ees I was very glad Mr. Koester said that from 1945 to 
1955, because of technicalities and doubletalk that you didn t get 
power, and I hope in the last few years, now that you have power, 
that some of your problems are on the way toward being settled. 

Have you been back to Washington to try to do something about 
this, either you or the mayor? 

Mr. Korsrer. About which ? fags ; 

Mr. Barry. About this whole matter of additional power, avail- 
, Well, not as yet. Our mayor in 1958, let’s see, when 
was it? 

Mr. Busan. 1957, 1958. 

Mr. Korsrer. In 1957, went back to Washington in regard to Trin- 
ity; and that is the only trip we made back there. 

“Mr. Barry. You got power in 1956; is that correct ? 

Mr. Koester. That is correct ; we have had it since. 

Mr. Barry. At present you are almost up to the maximum that 
has been alloted to you. 

Mr. Koester. That is right. 

Mr. Barry. You are requesting additional now for future growth, 
for your peakload ? 

Mr. Butsan. That is right. 

Mr, Koester. Yes. 

Mr. Barry. And for December or January of next year. 

Mr. Koester. Yes. 

Mr. Barry. That is all, Mr. Chairman. 

Mr. Moss. Mr. Fieberling, you received in a transmittal from my 
office to you a copy of table C, containing energy and cost information 
supplied to this committee by the Bureau of Reclamation. I wonder if 
you would look at the figures Mr. Indritz questioned you about earlier, 
and compare them with the schedule on table C, and then indicate to 
the committee—you can take adequate time for this—whether there 
ure any errors, in any respect, in the compilation made by the counsel 
at my direction. 

Have you the schedule C with you? If you have not, I have it 
here and would be very happy to supply it for you. 

Mr. Fieseruine. Yes; I have the schedule. 

Mr. Moss. Would you then make that comparison, because I want 
this record to be very clear as to the accuracy of the counsel of the 
committee? It is not my desire to place in this record anything which 
is distorted or in error. 

Would you do that for us? 

Mr. Fresertine. Yes; I will. Actually, the figures shown here are 
derived, I think, from my testimony. 

The figures were multiplied in each case by the factor for 30 years 
or 90 years, and were simply the figures in my testimony; and those 
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figures are correct. I am not,sure that it would be necegga 
rederive them now. I didn’t mean to indicate that there 
thing wrong with the figures, 

Mr. Moss. You have no reservation in your own mind as to ¢h 
accuracy of the figures which were placed in the record by counsel} 

Mr. Fresertinec. That is correct. 

Mr. Moss. I want that to be very clear. 

I wonder, Mr. Koester, whose responsibility it is to supply th 
people of Roseville with power. Who has undertaken the utility 
role in the city of Roseville? y 

Mr. Korstrer. Well, the city went into the electric utility business 
I believe it was in 1912. Since that date it has been a municipally 
operated system. y 

Mr. Moss. And under a variety of contracts. 

Mr. Kogrsrer. That is right. 

Mr. Moss. With a number of companies. 

Mr. Koester. Yes. 

Mr. Moss. And under the current contract with the Bureau, the 
city has discharged that responsibility ? 

Mr. Kogrsrer. Yes. 


Ty to 
was any- 


REQUIREMENT OF STANDBY SERVICE 


Mr. Moss. Have you ever before been confronted with the paternal- 
istic attitude which the Bureau now attempts to impose by demanding 
that when you reach the limit of their allocation you must have 
standby service? 

Mr. Koester. Well, from the period of 1945 until 1956, at which 
time we received Federal power, the city had a rather difficult time 
obtaining Federal power in the first place. I was not in Roseyille 
prior to 1955. That is when I went there, but from 1955 to 1956 we 
experienced considerable difficulty in getting Roseville on the line 
with Federal power, as you know as a member of the committee 
at the hearings at that time. 

Mr. Moss. Might the Bureau’s requirement that the customer have 
a supplementary source be a very effective device, even though a 
provable supply of firm power exists for Roseville, of foreclosing the 
opportunity for you to ever use it? 

Mr. Koester. I think that would be the effect. 

Mr. Moss. Would you say that would be a very harsh conclusion 
for me to draw? 

Mr. Koester. No. 

Mr. Moss. Might it be necessary for the city to undertake financial 
commitments to insure its availability q 

Mr. Koester. It is very possible. 

Mr. Moss. Would it be customary for a standby charge to be made 
under such an agreement ? 

Mr. Koester. I think so; yes. 

Mr. Moss. Would it be an insignificant amount or would it bea 
substantial amount ? 

Mr. Koester. Well, we have done no negotiation, but I know that 
standby charges on power amount to a considerable sum of money. 
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Mr. Moss: And could this in some measure dilute the advantages 
the city would gain under the contract with the Bureau for a fixed 
amount ¢ 
re. Korster. That is right. 

Mr. Moss. Do soe feel it is a proper area for the Bureau’s inter- 

r concern ! 

ai, Beers. Well, we feel—let me put it this way: I feel that it 
seems highly unfair and illogical that we should have to have such a 
costly arrangement at a time when, according to all the figures we 
have been able to obtain from the Bureau themselves, there 1s adequate 
Federal firm power available to serve our needs. If this firm Federal 
power were not there, then, of course, it would be an entirely different 
situation. ; 

We feel it would be entirely proper that we should supply our needs 
beyond our contract, if there was no firm power available. 

Mr. Moss. I certainly want to agree with your statement on page 8, 
where you state you were not consulted nor to your knowledge rep- 
resented in Congress during the negotiations on the amendments to 
the wheeling contract and prior to its approval by the Bureau. I 
assure you that to my knowledge that is a very correct statement, and 
I want to assure you also that this committee is now engaged in a 
very careful review of the amendments to that contract. 

Now, I am perfectly willing to admit I never seem to have the 
sensitivity to criticism of bureaucracy which sometimes characterizes 
the minority members on my committee. Iam willing to admit that 
you had a most unhappy experience under the previous administration 
in attempting to get power, and I think that the failure there was 
just as bad as the failure you are now encountering and the failure you 
encountered prior to the time this committee undertook hearings. 

I have found during my years of service in Government that bu- 
reaucracy tends to become somewhat overbearing on occasion, and 
that is why it is most salutary to have committees of the appropriate 
legislative bodies review their work, and that is the assignment of this 
subcommittee, a review of the policies and the operations of these 
agencies of Government, and certainly it can occur under any admin- 
istration of any political party, and has and will again, and I hope 
that other committees of Congress are as diligent. 

It would be more constructive thinking if there could be an objective 
approach to the study of these agencies from the minority members of 
my committee and of many committees. It is regrettable that their 
thinking has to hinge on the immediate political implications, the 
tendency to rush in and try to defend the indefensible. 

I want to assure the city of Roseville that the committee is intensely 
interested in your problem, and we intend to pursue it definitely when 
the representatives of the Bureau appear before us tomorrow. 

I want to thank you gentlemen for your appearance. Your attend- 
ance has been most helpful. 

Mr. Butsan. Thank you. 

Mr. Korster. Thank you. 

Mr, Fresertinc. Thank you very much. 

Mr. Moss. The next witness will be Mr. Harvey Banks, director, 
California State Department of Water Resources. 

59220—60——_-8 
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Do you solemnly swear that the testimony you are about to give be- 
fore this subcommittee shall be the truth, the whole truth, and nothj 
but the truth, so help you God ? ng 

Mr. Banks. I do. 

Mr. Davis. I do. 

Mr. Moss. I wonder if I could ask you to identify yourself for the 
record. 


TESTIMONY OF HARVEY 0. BANKS, DIRECTOR, CALIFORNIA 
STATE DEPARTMENT OF WATER RESOURCES; ACCOMPANIE) 
BY HAROLD DAVIS, ELECTRIC UTILITIES ENGINEER 


Mr. Banks. My name is Harvey O. Banks. I am director of wate, 
resources for the State of California, and I have with me Mr. Harold 
Davis, electric utilities engineer, division of design and construct 
Department of Water Resources, State of California. 

Mr. Moss. Mr. Banks, have you a copy of your statement that yoy 
can make available? ' 

Mr. Banks. Yes, I have. 

Mr. Moss. You may proceed, Mr. Banks. 

Mr. Banxs. Mr. Moss, members of the committee, I appreciate the 
opportunity to appear before this subcommittee and to present the 
following statement on behalf of the State of California. 


ion, 


POWER NEEDED FOR PUMPING BY CALIFORNIA 


The State of California is engaged in construction of a large water 
resource development by which water will be conserved and trans- 
ported from areas of surplus to areas of deficiency throughout the 
State 

While considerable quantities of electric energy will be produced 
by this development, even larger quantities of electric energy will be 
required for pumping the water incidental to its conveyance to the 
areas of need. 

In order that the cost of delivered water will be kept to a minimum 
and priced within the payment ability of the users, it is essential that 
the power required from outside sources be obtained at the lowest 
possible cost. Every possible source of power is being investigated, 
including Federal multipurpose water resource developments not only 
in California but in adjoining States as well. The State of Califor- 
nia is entitled to preference in the sale of federally produced power 
under existing provisions of Federal reclamation law. 

Formal application for Central Valley project power was first made 
by letter of January 16, 1959, directed to the regional direetor of 
region 2 of the U.S. Bureau of Reclamation. The regional director's 
reply of January 29, 1959, stated in part, “No surplus power is avail- 
able from our existing facilities.” 

In a subsequent letter to the regional director, dated August 24, 
1959, we indicated that our immediate concern was with respect to a 
supply of power beginning in 1962, before power from State project 
sources becomes available, for pumping from the Central Valley 
project Delta-Mendota Canal, near Tracy, to the State’s South Bay 
aqueduct. Power for this purpose was requested on any basis, evel 
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‘nterim or nondependable. Estimates of annual power requirements 
from 1962 to 1970 were included. The regional director’s reply of 
October 13, 1959, included the following statements: 

As has been previously pointed out, the project dependable capacity presently 
vailable has been allocated. Furthermore, it is not possible at this time to 
cin the amount of project dependable capacity that may become available from 
the Trinity or any other Bureau project in this region. Accordingly, it is not 

ssible to provide, at this time, the firm power supply requested by you for 
eek Bay aqueduct pumping, nor does it appear likely that the State can be 
supplied with nondependable * * *. i . 
~ With reference to your question on purchase of power on an interim basis, 
our forecast of customer loads indicates that the preference agencies’ require- 
ments to which we are already committed will completely absorb the 450 mega- 
watts of project dependable capacity by the time you anticipate your initial 
pumping will begin. 

In order to appraise the probabilities of the State’s obtaining power 
for pumping purposes, further information was requested by letter 
of November 2, 1959. The information requested included the 
amounts of power for which the Bureau had received applications, 
the sequence in which the requests would be filled, and the schedule 
date of availability of Trinity River power. The regional director’s 
reply of November 10, 1959, included the following statements: 

In my letter of October 13, 1959, I covered the difficulty of stating the amounts 
and timing of the availability of additional project dependable capacity from 
Trinity powerplants. As yet there have been no schedules established either 
for increments of project dependable capacity or for the dates on which such 
increments would be available. 

In the matter of preference agency requirements and the allocation of future 
project dependable capacity, these allocations are based on many factors which 
are given the fullest consideration by the Commissioner’s staff before approval 
by the Secretary. I can assure you that the requirements of the State will be 
given the same consideration accorded to all of the other preference agencies 
who will have requested service when additional power is made available. 


In addition to the foregoing, we have indicated by letter of February 
23, 1960, our interest in possible State construction of a powerplant 
at the Bureau’s Monticello Dam of the Solano project as a possible 
source of power for pumping. This was done in response to an in- 
quiry of January 7, 1960, from the Bureau’s regional office. 

It is believed that assignment of available Central Valley project 
power to make up energy deficiencies for State water project pumping 
would be a most appropriate use of such power in view of the long 
history of cooperation between the State and Federal agencies con- 
cerned and the common purpose of their endeavors, and would be of 
great economic benefit to the people of California. 

Notable examples of State and Federal cooperation in the field of 
water resource development are the recently signed contracts by which 
the State underwrites the repayment of the water conservation alloca- 
tion of the Black Butte and the New Hogan projects of the Corps of 
Engineers amounting to between 35 and 40 percent of the total project 
cost, and for which the Bureau of Reclamation has responsibility for 
sale of the new water yield developed thereby. 

May I say, Mr. Chairman, the purpose of our appearance here is to 
beon record that the State is interested in purchasing Central Valley 
project power for pumping purposes when and if such power becomes 
available, 
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Mr. Moss. And your interest goes to the purchase of power even 
a withdrawal basis if necessary ? - 
Mr. Banks. That is correct. 
Mr. Moss. Mr. Indritz? 
Mr. Inprirz. You also indicated you were interested in using non 
dependable power. r 
Mr. Banks. I think we could make use of that. 


Mr. Inprirz. Did the Bureau give you any reason as to why the 
Regional Director’s letter said: “nor does it appear likely that the 
State can be supplied with nondependable” ? 4 

Mr. Banks. We have given you the quotes from their letters and the 
reasons they included therein. 

We will be glad if the subcommittee so desires, to furnish You copies 
of the letters. 

Mr. Moss. I think it would be desirable in determining the reason 


for it. 

Mr. Banxs. We will be pleased to do so, and if the committee de. 
sires any further information as to our total needs, we will be happy 
to make that available to you also. " 

Mr. Moss. The copies of the correspondence will be included in the 
record at this point. 

(The letters are as follows:) 

STATE OF CALIFORNIA, 
DEPARTMENT OF WATER RESOURCES, 
Sacramento, January 16, 1959, 
Mr. B. P. BELLPORT, 
Regional Director, Region II, U.S. Bureau of Reclamation, 
Sacramento, Calif. 

DeAR Mr. BELLPoRT: In the studies being made for supply of the large amounts 
of pumping power that will be required for the State’s Delta diversion projects, 
the Federal Central Valley project has been considered as a possible source, 
Investigation as to the present or future availability of such power appears to be 
appropriate at this time in view of the possibility of congressional authorization 
of the proposed Auburn development which would make additional power ayail- 
able in the future. 

Application is hereby made for Federal Central Valley project power in what- 
ever amounts can be made available to the State of California for Delta diver- 
sion projects pumping. We suggest that negotiations be initiated as soon as pos- 
sible to determine the cost and availability of energy for that purpose. 


Very truly yours, 
Harvey O. BAnKs, Director. 


U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Sacramento, Calif., January 29, 1959. 
Mr. Harvey O. Banks, 
Director, State of California, Departinent of Water Resources, 
Sacramento, Calif. 

Dear Mr. Banks: This will acknowledge your letter of January 16 in which 
you apply for power for your proposed Delta diversion projects pumping. No 
surplus power is available from our existing facilities. However, we will be 
glad to discuss your power needs at your convenience. 

We assume that you are also considering use of power generated from future 
State power facilities for Delta pumping. 

Sincerely yours, 
B. P. Betiport, Regional Director. 
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STATE oF CALIFORNIA, 
DEPARTMENT OF WATER RESOURCES, 
Sacramento, August 13, 1959. 
arD P, BELLPORT, 
att nal Director, Region 2, U.S. Bureau of Reclamation, 
sacramento, Calif. ; 

Dear Mr. BELLPORT: Recent meetings with your staff regarding delivery of 
ter from the Delta-Mendota Canal for the South Bay aqueduct resulted in a 
yest for information showing growth of water demand, type of use, and 
method of service. 

The demands for South Bay aqueduct water that have been developed reflect 
this department’s estimate for Santa Clara, Alameda, and southwestern Contra 
Costa Counties. The situation in Santa Clara County is unsettled at the present 
time, as you know; however, our demands reflect use of water in that county 
and are, therefore, included in the accompanying tabulation. It is assumed that 
the Del Valle Reservoir will be constructed by 1964 and the conduit extended 
into Santa Clara County by that date. The monthly service area demand will 
be provided by storage from Del Valle Reservoir. It is desired to divert from 
the Delta-Mendota Canal on a uniform monthly basis throughout the year. The 
maximum diversion capacity would be 150 second-feet. The attached tabulation 
is our estimate of the buildup of demand through 1970. 

Very truly yours, 


wa 


Harvey 0. BANKs, 
Director of Water Resources. 
By WALTER G. SCHULZ, 
Chief Engineer, Division of Design and Construction. 


South Bay aqueduct demand for water 
SS = 1 sigs’ ial 
| Direct diversion from | 
| Spilled to conduit for 
| natural 


Years | channels for | | | Tot 
percolation | Mining and | Agricultural | 
| industrial use 
use | 
| 

a patenateserneceradgavenasecs 14,000 | 1,000 2,000 | 17,000 
a NS ES Pee mam 15,000 | 1,000 | 2,000 18, 000 
Te icbodestsccssdeadsead pekuddamidends 10,000 | 25,000 | 3,000 38, 000 
pT EE SSE ESTES Eee ae epee se eee tee eee 10,000 33, 000 | 4,000 | 47,000 
IOs cshcegeerer -eyt-~ shvenes =e a 7,000 44,000 5,000 56, 000 
i Sonatas ae 5,000 55,000 | 6, 000 66, 000 
WOR Fo Lk ab db bub awk é Fkiawhtan | 5,000 | 64,000 | 7,000 | 76, 000 
NO al a pits 5 boca sg on - hsck nde dees 78,000 | 8,000 | 86, 000 
Sa etiernd rem cn d= in wepeorrenentéheeddes cenno--| 90,000 | 9,000 | 99, 000 


| 
| 


Notes,—(1) Assumed that Alameda County Water District would take a portion of its demand to per- 
colate; (2) diversion from Delta- Mendota Canal would be on a uniform monthly basis throughout the year. 


STATE OF CALIFORNIA, 
DEPARTMENT OF WATER RESOURCES, 
Sacramento, August 24, 1959. 
Mr. B. P. BELLport, 
Regional Director, Region 2, 
U.S. Bureau of Reclamation, 
Sacramento, Calif. 


Deak Mr. BELLPORT: Please refer to our letter of January 16, 1959, and to 
your reply of January 29, 1959, reference 2-700, regarding the possibilities of 
furnishing Central Valley project power for State water project pumping. Use 
of power generated from future State power facilities, as you suggested, is also 
under consideration. However, pumping power is required before such gen- 
eration begins, and more pumping for power will be required by about 1980 than 
will be produced by the projects now authorized. 

Our immediate concern is a supply of power for pumping from the Delta- 
Mendota Canal to the South Bay aqueduct beginning in 1962, to meet the de- 
mand indicated in our letter to you of August 13, 1959, and as discussed in your 
office on August 18. Feather River project power generation is not expected to 
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begin until 1969 at the earliest. Based on the water demand estim 
August 13 letter, the annual maximum power demands in kilow 
energy requirements in millions of kilowatt-hours are estim 


ates in our 
atts and annual 
ated about as follows: 








: || , 
Year | Demand Energy | Year Demand | Energy 
| SS 
ids Se ntteesene sienvtien | 2, 180 SA I iciieatsninitesatewen sts ; | 7. 5a0 | 
1963___- ca | 2' 180 14.1 || 1968. | 7 oy | 54.1 
1068... Mee aI 4, 340 30. 3:|| 10022 BGOu2. OL | 8, 660 | 63.0 
1965-..--...-.----.--. : 5, 430 37.9 || 1970-_--- ct em 10, 820 | 72.0 
1966....--..-.---+----<---- | 6, 500 45.5 || | : | 82.7 
a 


The above estimates are based on delivery at 4,100 volts at one point adjacent 
to the largest pumping plant. The Department would consider taking delivery 
at the Bureau’s Tracy switchyard, however, at some higher voltage, if it woul 
be advantageous to do so. Furthermore, we would be interested in discussin 
the possibility of obtaining power for our installation on an interim basis 
or even purchasing nondependable energy during the early years of diversion 
when the demand is relatively low. 

We would appreciate information as to availability, cost, delivery point, and 
delivery voltage of the required power. 

Very truly yours, 
Harvey O. Banks, 
Director of Water Resources. 
By Watrer G. Scuutz, 
Chief Engineer, Division of Design and Construction. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Sacramento, Calif., October 138, 1959. 

Mr. Harvey O. BANKS, 
Director of Water Resources, State of California, 
Sacramento, Calif. 
(Attention of Mr. Walter G. Schulz, chief engineer, division of design and 

construction ). 


Dear Mr. Banxks: This will acknowledge your letter of August 24, 1959, in 
which you have supplied us with estimates of the annual maximum demands 
and annual energy requirements of the pumping power required to supply the 
South Bay aqueduct from the Delta-Mendota Canal of the Central Valley 
project. As has been previously pointed out, the project dependable capacity 
presently available has been allocated. Furthermore, it is not possible at this 
time to state the amount of project dependable capacity that may become 
available from the Trinity or any other Bureau project in this region. Ac. 
cordingly, it is not possible to provide at this time the firm power supply re 
quested by you for South Bay aqueduct pumping, nor does it appear likely 
that the State can be supplied with nondependable. It is the policy of the 
Bureau that it will contract for the sale and delivery of nondependable capacity 
and energy only with those contractors having available the electric generating 
capacity required for the replacement of the Central Valley project nondepend- 
able capacity at such times as the latter is not available. This policy is basi- 
cally for the protection of the customer. 

With reference to your question on purchase of power on an interim basis, 
our forecast of customer loads indicates that the preference agencies’ require- 
ments to which we are already committed will completely absorb the 450 mega- 
watts of project dependable capacity by the time you anticipate your initial 
pumping will begin. 

We recognize the importance of the pumping power requirements of the 
Delta diversion features of the State water plan. Accordingly, your require 
ments will be given full consideration along with those of other preference 
customers who have requested service when additional power is made avail- 
able. In the meantime, we shall be pleased to discuss this matter with you 
further if you so desire. 

Sincerely yours, 
H. P. Dugan, Regional Director. 
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STATE or CALIFORNIA, 
DEPARTMENT OF WATER RESOURCES, 
Sacramento, Nowember 2, 1959. 
Mr. H. P. DUGAN, 3 a > ; 
Regional Director, Region 2, U.S. Bureau of Reclamation, 
sacramento, Calif. 

Deak Mr. DuGAN: Receipt is acknowledged of your letter of October 13, 1959, 
which indicated that power from Bureau of Reclamation projects in this region 
would not be available to supply the State project pumping power requirements 
for which service was requested by letter of August 24, 1959. Your letter 
indicated that the State’s power requirements will be given full consideration 
along with those of other preference customers who have requested service 
when additional power is made available. We would appreciate being informed 
of the amounts of power each such customer has requested and the sequence in 
which it is planned to fill these requests, in order to appraise the probabilities of 
the State’s obtaining power for pumping purposes. ; 

We would appreciate also being informed of the scheduled date of avail- 
ability of Trinity River power although we note that you indicate that it is not 
possible at this time to state the amount of project dependable capacity that 
may become available from that source. 

Very truly yours, 
Harvey O. BANKS, 
Director of Water Resources. 
By Watter G. ScHutz, 
Chief Engineer, Division of Design and Construction. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Sacramento, Calif., November 10, 1959. 
Mr. Harvey O. BANKS, 
Director of Water Resources, State of California, 
Sacramento, Calif. 
(Attention of Mr. Walter G. Schulz, chief engineer, division of design and 
construction). 


Deak Mr. BANKS: This will acknowledge your letter of November 2, 1959, 
in further reference to the availability of Central Valley project power for the 
supply of certain project pumping loads of the State of California. 

In my letter of October 13, 1959, I covered the difficulty of stating the 
amounts and timing of the availability of additional project dependable capacity 
from Trinity project powerplants. As yet there have been no schedules estab- 
lished either for increments of project dependable capacity or for the dates 
on which such increments would be available. 

In the matter of preference agency requirements and the allocation of future 
project dependable capacity, these allocations are based on many factors which 
are given the fullest consideration by the commissioner’s staff before approval 
by the secretary. I can assure you that the requirements of the State will be 
given the same consideration accorded to all of the other preference agencies 
who will have requested service when additional power is made available. 

Sincerely yours, 
H. P. DuGan, Regional Director. 


STATE OF CALIFORNIA, 
DEPARTMENT OF WATER RESOURCES, 


Sacramento, March 23, 1960. 
Mr. H. P. Duean, 


Regional Director, Region 2, U.S. Bureau of Reclamation, Sacramento, Calif. 
Dear Mr. Duaan: In your letter of November 10, 1959, reference 2—420, you 
indicated that when additional Central Valley project power is made avail- 
able, the requirements of the State would be given consideration. A March 22, 
1960, newspaper report indicates that the Bureau of Reclamation is opening 
negotiations for the temporary sale of allocated but unused Central Valley 
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project power to the city of Redding apparently as a result of a request b 
city made some 2 weeks previously. Y the 

Your attention is called to our letter of August 24, 1959, in which 
of power for pumping from your Delta-Mendota Canal to the State’s § 
aqueduct was requested. Possible supply direct from the Bureau's Tra 
yard was suggested on an interim or on some other basis. 

This letter should not be construed as indicating an objection to any possib 
satisfaction of the request of the city of Redding. However, if the openj : 
of negotiations with that city represents a change of policy with regpect - 
sale of Central Valley project power, we reiterate our request for power tor 
State water project pumping on a temporary or whatever other basis such naaak 
can be made available. We are prepared to enter into negotiations at any time 
and would appreciate your setting a date for the initiation of such negotiations 
at your earliest convenience. . 

Very truly yours, 
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a supply 
outh Bay 
Cy switch- 


Harvey O. Banks, Director, 
Mr. Inprrrz. How much power have you sought to obtain, Mr 


Banks? 

Mr. Bangs. We have not as yet, sir, gotten to the point of talking 
about actual quantity. 

We do have here some tables, if the committee is interested, which 
show the demand in kilowatts and the annual energy requirements 
in kilowatt-hours and the energy balance for the total system, which 
we can make available to you. . 

Mr. Inprirz. Could we have those for the record ? 

Mr. Banks. Yes, sir, there are also some figures on demand and 
energy in terms of kilowatt-hours included in the letter of August 24, 
1959, which we have given you. 

(The tables above referred to are as follows :) 

State water facilities, estimated power demand and energy requirements through 
1970 
DEMAND KILOWATTS 


i 






































| | | 
South IPusnhingl Pumping! Punipingl Pisipine Pumping! North San | 
Year Bay plant plant plant plant plant | say | Benito Total 

No.1! | No. II | No. III | No.IV | No.V | | 

eel | —e- tert ae 
1962__._.-- wrest. ley | BD oli estan oko ie ere eee 2 180 
i eskcbiearnas EE aa. cui calinncuinenied eS Pee Ligeéd eos fatusse-e. RVC per ee 2, 180 
1986 ous $5600 boa. ans \nncenapecnbeopaasicorn | adap tektals bnicyendenpinn dares “Wieatuiadsmaadall 8, 660 
tl a is, 600 {.....-... hs | yee 2400 | 500 | 2 500 
1966_....-- 8, 660 | ee. | 15,000 | 8,000 |.....-....|-...--.-.-| 2,800 | 500 | 34 960 
1967.....-- Be Mic x 15, 000 8,000 | 7,000 6, 500 3, 000 | 500 48, 660 
1908: :;.... 6000 bn sen | 15, 000 8, 000 7,000} 13,000 3,500} 1,000 56, 160 
THOR es OO Tn cenael .. 2n0e 8, 000 7, 000 13, 000 3, 800 1, 000 63, 960 
1970__....- | 8, 660 | 30, 000 22, 500 8, 000 7,000} 13,000/ 4,100 1, 000 94, 260 

| 

ENERGY REQUIREMENTS, MILLION KILOWATT-HOURS 
7 | 

1962._....- | WO ess. isha | suasetess i i oo | asia ace | 139 
5. DOA, 4... <ocale: cauecgeblinaswuleGeald | i i tats eR a oe 14.7 
coca | €0. 5} -.~-ranl-mnrgange-|-non-ne=--|---------- Pe eee euiksinacinceseenae 69.5 
1965_.....- eee 3: eebor Basak chene) i ataaadice 2.2 1.3] 107 
08.2 THOU BLA 34.8 RBA 55 i, dteebs cescus 5.3 1.4 119.2 
2007. 513 -- 75.3 Soptnaes 44. 2 | 8.9 2.9 7.7 8.3 1.5 148.8 
1968____- a. oa 55.9 11.4 3.7 9.6 11.2 ZT 170.4 
1969__..._- ae o's 66.3 13.9 4.4 11.4 14.3 | 1.8 183.9 
1970.....-- 73.4 143.2 76.0 16. 6 5.1 13.3 17.6 | 1.9 37.1 








1 Pumping plant No. I not assumed to begin Operation until 1970; from 1965 to 1970, water is assumed 
~ be supplied to pumping plant No. II via the U.S.B.R, Delta-Mendota Canal and Tracy pumping 
plant. 
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Mr. Invrrrz. Does this compilation indicate the amount of power 
needed for pumping at the State’s South Bay aqueduct? 

Mr. Bangs. Yes. 

Mr. Invrrtz. Do you intend to press further your discussions with 
the Bureau to try to get this power you desire? 

Mr. Banus. We do. 

Mr. Invrirz. You have heard the testimony of previous witnesses in- 
dicating that there are some 40,000 to 50,000 kilowatts of CV P firm: 
power not being used at the present time. Are you interested in that 

r? 
Pr. Banus. We are interested, sir, in any energy we can obtain in 
order to decrease the cost of pumping on these water projects, and I 
think we can probably make use of it, as you say, even if it may be 
somewhat nondependable. 

Mr. Moss. Mr. Smith? 

Mr. Smrru. Where are you getting the power that this new power 
would replace? 

Mr. Banxs. Our power needs will start in 1962. That will be our 
first need for power for pumping purposes. 

Mr. Saarn. That is all I have. 

Mr. Moss. Mr. Barry ? 

Mr. Barry. Well, I listened with intense interest here to your state- 
ment, and your very judicious answers to questions that have been 
put to you, and I ask you as an authority in this field as to whether 
or not if the Bureau had 450,000 kilowatts available, would they be 
able to contract for that maximum amount of use with any degree of 
safety, taking into consideration that at a high water mark of this 
area the power generated would equal 450,000 kilowatts, but were 
there to be a low water runoff, another result might pertain. 

Would you care to comment on that ? 

Mr. Banxs. I assume, sir, that you refer to the variability in the 
capacity and the available capacity depending upon the runoff of a 
particular year. 

I believe we could work such a supply of power into our system. 

Perhaps Mr. Davis would like to comment on that, since he is our 
power specialist. Would you care to comment on that? 

Mr. Barry. We would be glad to have it. 

Mr. Davis. If I understand your question, it was with respect to 
whether the 450,000 would be available under the most adverse water 
supply conditions; isthat correct ? 

Mr. Barry. Yes, the director has been very careful not to criticize 
the Bureau, and I feel his testimony here is impartial. He is saying 
that they would like the power, and I am sure the Bureau would like 
to give them the power. I can’t speak for the Bureau, but I am cer- 
tain that is so, and I felt that perhaps you could enlighten us, or at 
least me, as to whether or not the relinquishing of the entire amount 
would be very risky business for the Bureau in view of the fact that 
they could have a low runoff in any given year. 

Mr. Davis. Well, I believe the runoff is based on operation studies, 
which include the most critical dry year, and most critical dry cycle 
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of record, and I believe the criteria has been agreed upon with the 
various agencies involved including the Pacific Gas & Electric Cy 
that the Bureau does, in fact, have 450,000 kilowatts and could cop, 
tract for that amount with their present facilities. 

Mr. Barry. There have been some observations today by others that 
there was a penalty involved in having to buy any excess power beyond 
the present allocation, and I wondered if it wasn’t a built-in safeguard 
that would pertain if all of the customers had such secondary source 
of power, so that in the event that there was a falloff of power due to 
a low runoff, this area wouldn’t be thrown into a very serious situation 

Mr. Davis. Well, if I understood the safeguard requirements that 
the Bureau is now purporting to require, that they have some source 
of standby power to fall back on, I believe that is with respect to the 
requirements which the Government has contracted to supply. 

It is not a question of the Bureau’s ability to supply the contracted 
amount but, rather, what will happen when the contractor needs more 
than that amount and the Bureau wants to be sure they will not be 
held responsible for supplying more than they have contracted for, [ 
believe. 

It becomes difficult, when the customer does, in fact, require more 
than they have contracted for, for the Bureau to arbitrarily say, “Well, 
you can’t have any more than that.” It becomes a very awkward situa- 
tion which I think we are attempting to avoid. 

Mr. Barry. So it would explain the nature of those running the 
Bureau of Reclamation. 

Mr. Davis. I would expect that could be construed as such. 

Mr. Barry. I am very happy to get your expert testimony, thank 
you. 

Mr. Davis. I want just to state that we are very happy to work with 
the Bureau of Reclamation at any and all times and, in fact, do work 
very closely with them. 

Mr. Barry. I want to compliment your agency with respect to the 
agreement on Black Butte and New Hogan. 

Mr. Moss. Mr. Banks, it has been very helpful to have you appear- 
ing before the subcommittee, and I think that concludes our ques- 
tioning. 

Mr. Banks. Thank you very much for the opportunity of ap- 
pearing. 

Mr. Moss. Is Mr. Cone Hunter in the audience ? 

Mr. Hunter is representing the Plumas-Sierra Rural Electric Co- 
operative. 

Mr. Hunter, will you raise your right hand. 

Do you solemnly swear that the testimony you are about to give 
before this subcommittee shall be the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Hunter. I do. 

Mr. Moss. Will you identify yourself for the record. 

Mr. Hunter. My name is Cone Hunter, manager of the Plumas- 
Sierra Rural Electric Cooperative, Portola, Calif. 
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TESTIMONY OF CONE HUNTER, MANAGER, PLUMAS-SIERRA RURAL 
ELECTRIC COOPERATIVE, INC., PORTOLA, CALIF. 


Mr. Hunter. Mr. Chairman and fellow members of the committee, 
[ want to thank you for the opportunity of appearing here. | 

The Plumas-Sierra Rural Electric Cooperative, Inc., with office 
headquarters at Portola, Calif., serves rural member consumers in 

arts of Plumas, Sierra, and Lassen Counties in California, and two, 
sometimes three, consumers in Washoe County, Nev. 

The cooperative has in operation four substations, with a total 
installed kilovolt-ampere of 4,500, 75 miles of transmission line, de- 
sioed for 69-kilovolt operation, but currently operating at 44 kilo- 
volt, and 525 miles of distribution line. Consumer density is currently 
averaging 2.3 meters per miles of line. 

The formation of the cooperative, having been made possible by 
passage of the Rural Electrification Act by Congress in 1935, was 
instigated and brought to a successful conclusion in 1937 by rural 
people desiring central station electric service, which had seemed up 
to this time to be a remote and ethereal dream. 

In October 1938, the cooperative’s lines were energized with whole- 
sale power being purchased from the Pacific Gas & Electric Co., de- 
livery being taken at a point near the east boundary of East Quincy. 
Average cost of wholesale energy ranged from 7.6 to 8 mills, bills 
being computed from P.G. & E.’s Schedule P-6, at that time. 

After lengthy negotiations, a wholesale power contract was consum- 
mated with the Bureau of Reclamation and on January 24, 1954, the 
cooperative began receiving Central Valley project power at a cost 
per kilowatt-hour which varied slightly but averaged approximately 
4.6 mills on a yearly basis. 

The following is a tabulation of the cooperative’s kilowatt peak 
demands and the month in which the peak occurred, together with the 
total kilowatt-hours sold during the year: 





Total year’s 








| 
| 


Year Peak kilo- Month kilowatt- 
watt hours 

purchased 
ce a ee eS hast 2,050 | July_......_-| 8, 790, 863 
UPR EEG SS <nnesn. Scnscckisssigens.cnase 2,060 | July____._-- 8, 158, 500 
eta ale crsherencscrshin castes dasa injanme las ailaie al 2,070 | August_._- i 8, 287, 200 
Melek Sie dh esis cesta badeea gic otid netininal ciate laiale aigldldon 2;0% | Jaly.........| 7, 648, 800 
a iichdin tts. nnsadcwinhawdandenanbanltnedid detiabd tes Bide de ee 2, 360 | ie Bins | 9, 712, 800 





With consumer density so light, a high ratio of transformers in 
relation to consumers receiving service, and more substation capacity 
needed due to the fact that consumers are scattered, the system’s line 
and transformer losses have averaged approximately 21 percent 
yearly. 

From the foregoing information, it takes no mathematical genius 
to realize that the cooperative utility must have wholesale power rates 
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of 5 mills or less if consumer rates are to be maintained at present 
levels. The decrease in wholesale power costs, made possible by the 
procurement of Central Valley project power in January 1954, has 
been the one and only factor which allowed the cooperative to main. 
tain consumer rate schedules at the levels established in 198, 

The ability to operate without having an increase in consumery 
rates in the past 21 years has resulted in the cooperative’s char 
for power used, now comparing rather favorably with the rateg of 
stockholder type utilities, which serve the areas adjacent to the eo 
operative’s assigned area, inasmuch as some of the private utilities 
have been granted rate increases since 1938. 

In 1956, negotiations were instigated by the cooperative in order 
that a loan, in addition to others previously made, might be obtained 
from the Rural Electrification Administration in order to increase 
capacity of some existing facilities and to further extend service to 
consumers, who had made requests, in outlying areas of the coopera- 
tive’s service area. 

No difficulties were encountered in meeting all needed requirements 
in order ot obtain the loan, except the fact that the cooperative’s exist- 
ing wholesale power contract with the Bureau of Reclamation called 
for only a 1,700 kilowatt delivery of firm power. It is true that the 
cooperative’s power demands had exceeded this figure, but the fact 
remained that a contract existed and there was no guarantee that 
power use would not be restricted to the contractual figure as stated 
in a letter from the Bureau, dated June 13, 1956, signed by Mr. ©. H. 
Spencer, regional director at that time. 

For reasons stated above, the cooperative made a request for addi- 
tional firm power from the Bureau of Reclamation, by letter dated 


March 12, 1956. At that time it was requested the cooperative’s firm | 


rate of delivery be raised to 3,000 kilowatts. This was subsequently 
raised to 3,400 kilowatts by a later request in letter dated July 6, 
1956. 

Not until 1958 did the cooperative receive any assurance that an 
increase in kilowatt allocations would be made. By letter dated No- 
vember 18, 1958, the cooperative was notified that its power contract 
would be amended to show a guaranteed allocation of 3,400 kilowatts 
of firm power. As of this date the Bureau has not submitted a new 


contract to the cooperative which shows the increase in firm power | 


allocation. 
CITY OF PORTOLA 


I am also a councilman for the town of Portola, Calif., only incor: 
porated area in Plumas County at this time. At present, Portola is 
served by Sierra Pacific Power Co. with the principal office of the 
company being located in Reno, Nev., and a secondary office at Portola. 





In 1952, a preliminary engineering study was made to determine | 


the feasibility of the town of Portola procuring the electric distribu- 
tion facilities of the Sierra Pacific Powet Co. and establishing 2 
municipal electric system. The main stumbling block to such a plan 
is the lack of a firm wholesale power source. 


This condition still exists today, and thus the people of Portola | 


are even now unable to create their own municipal electric system due 


to the fact that power would of necessity need to be obtained from the | 
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Sierra Pacific Power Co., who, in turn, purchases the majority of their 
qholesale power from the Pacific Gas & Electric Co., with delivery 
being made at a point near Donner Summit. The Sierra Pacific Power 
(o, is now selling power, on a so-called wholesale basis, to the Truckee 
Public Utility District, with the public utility district paying 12 mills 

r kilowatt-hour at the present time. _ 

With the Plumas-Sierra Rural Electric Cooperative, Inc., the town 
of Portola, and the Truckee Public Utility District all desiring a 
source for wholesale firm power, and all within a radius of 50 miles, 
it appears that some consideration should be made, by the Bureau of 
Reclamation, as to how these consumers’ demands might be met. 

As of this date, the total combined peak kilowatt demand of the 
three areas is over 5,000 kilowatts and future estimates for the next 3 

ears show that the peak kilowatt demand for the areas may well 
reach 10,000. I cannot speak officially for the Truckee Public Utility 
District, but I have been informed that they are in serious difficulty 
in attempting to meet the power demands of their consumers. 

I have been authorized to speak officially for the town of Portola, 
and the present concern of the council is to determine how a firm source 
of wholesale power may be obtained from the Bureau of Reclamation 
due to the fact that all information available indicates no additional 
firm power may be obtained at any time before Trinity comes on the 


e. 

The town of Portola is in the peculiar position of not being able to 
forma municipal electric system without a source of power, and appar- 
ently cannot be considered a preference customer before forming a 
municipal electric system. 

It appears this problem has and does exist where other incorporated 
areas are formed in California, and an attempt is made to establish a 
municipal electric system. 

Currently, the Plumas-Sierra Rural Electric Cooperative has a 
tentative request from the State of California for electric service to 
be supplied, at a point near Leavitt, Lassen County, Calif., to a planned 
conservation center which is slated to be ready for occupancy by 
January 1, 1962. 

I just came from the California State Bureau of Architects offices, 
and they have informed me they have had land-acquisition difficulties, 
and this target date for occupancy will probably be set up. 

The State of California Department of Public Works has indicated 
there will be a 1,200-kilowatt demand at this installation. With such 
an increase in kilowatt demand, added to the cooperative’s 1959 peak 
of 2,360 kilowatts, it is very apparent the 3,400 kilowatts tentatively 
allocated to the cooperative by the Bureau will soon be inadequate if 
current power consumption continues on an upward trend. 

In a recent voltage drop study, made necessary due to the tentative 
request made by the State of California as mentioned above, it becomes 
apparent that voltage swings will be excessive on the cooperative’s 
system with transmission lines operating at the present delivery volt- 
age of 44 kilovolts. The same voltage drop studies show that the 
cooperative will be forced to operate its transmission lines at 69 
kilovolts. 

As Bureau power is wheeled to the cooperative over P.G. & E. lines, 
and P.G. & E. has indicated they plan no conversion to a higher trans- 
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mission voltage for at least 5 years, there seems to be, at the present 
time, no course of action for the cooperative but to install an suis 
type transformer, with regulator, at the point of delivery, which wil] 
allow the 44,000 volts to be stepped up to 69,000 volts. 

This solution is an impractical one and can be regarded as a crutch. 
type method of solving the problem. Even though P.G. & E, noy 
says they plan no conversion to higher transmission voltages in the 
Quincy, Calif., area, there is also no guarantee this might not be done 
shortly after the cooperative, should it need to do so, invests in gy 
expensive autotransformer. 

In summary : 

1. Copies of all correspondence pertaining to statements made jp 
this report are available as substantiating evidence. 

2. Plumas-Sierra Rural Electric Cooperative, Inc., and the Truckee 
Public Utility District are both in need of more firm power at more 
convenient delivery points and at transmission voltages which wil] 
allow for future load growth. 

3. The town of Portola has indicated a desire to establish a munici- 
pal electric system. Why must this area be precluded from a source 
of firm wholesale power as a public preference body? Even if it 
should be possible for an arrangement to be made whereby Bureay 
power could be wheeled over P.G. & E. lines to the cooperative’s lines, 
then wheeled over the cooperative’s lines and delivered to the Portola 
area, the problem of power availability and system capacity would 
not only still exist but be compounded. ‘ 

4. It appears that the combined desires of the Truckee Public Utility 
District, town of Portola, and the cooperative is for a thorough study 
as to the feasibility of CVP power being delivered by some manner 
and in adequate amounts to supply present and future electrical loads 
to the Plumas, Sierra, Lassen, and Nevada County areas served by the 
cooperative and the Truckee Public Utility District and the contem- 
plated municipal system of Portola. 

5. From all indications, the Bureau of Reclamation is very con- 
servative in setting a top kilowatt figure for firm power commitments 
which may be allocated to preference customers. The attitude of the 
U.S. Department of the Interior has seemed to indicate, at least for 
the past 4 years, that preference customers are simply “out of luck” if 
they are not in an advantageous position for taking delivery of Bureau 
power. I have always received the impression, while on visits to the 
Bureau of Reclamation offices in Sacramento, Calif., that Bureau per- 
sonnel is much more interested in contracts with the P.G. & E. and what 
officials of that company will think, if any particular course of action 
is followed in attempting to meet the requests of a preference customer. 
This impression may be unjustified, but I have every reason to believe 
it is not, particularly after a thorough study of the statement by Mr. 
Fred A. Seaton, Secretary of the Interior, on H.R. 6997, dated Febru- 
ary 3, 1958, concerning the Trinity project, before the Subcommittee 
on Irrigation and Reclamation of the House Committee on Interior 
and Insular Affairs. 7 

6. Today’s so-called preference customer holds a unique position. 
Webster’s Dictionary defines “preference” as : “Act of preferring; state 
of being preferred; choice.” The present policy of the Department of 
the Interior apparently has created a different definition for prefer- 


en¢ 
eli 


obti 


td eed 


me 


the 
as 
alle 


the 
enc 





ent 
ito- 
will 


tch- 
now 

the 
lone 
Lan 


e in 


ckee 
nore 
will 


nici- 
urce 
if it 
reat 
ines, 
tola 
ould 


ility 
tudy 
nner 
oads 
F the 
tem- 


con- 
rents 
f the 
t, for 
k” if 
reall 
o> the 
per- 
what 
ction 
ymer, 
slieve 
y Mr. 
ebru- 
rittee 
er ior 


ition. 
state 
nt of 
refer: 


SALE AND TRANSMISSION OF POWER 115 


ence; that is ,“Act of not wanting; state of being repulsive; last choice; 
eliminate if possible.’ i a 

If this last definition of “preference” is to be used by the Department 
of Interior, I strongly suggest the proper officials involved be in Aiea 
of the correct and accepted definition of the word “preference.” 

Mr. Moss. Mr. Indritz ? 


AVAILABILITY OF POWER 


Mr. Inpritz. Mr. Hunter, in your statement you said that: 


All information available indicates that no additional firm power may be 
obtained at any time before Trinity comes on the line. 

Have you been so told by the Bureau ¢ 

Mr. Hunter. I met with the Bureau on February 28, 1958, and with 
me at that time was Mr. Stewart Hamilton, Field Operations Man- 
ager, from REA in Washington, and we were told at that time that 
there was no additional firm power that could be allocated, and that 
as soon as Folsom and Nimbus came on the line that power would be 
allocated, and then there would be none until Trinity came on. 

Mr. Inprirz. Did any Bureau official indicate to you that any of 
the allocated power, that is, any of the firm power allocated to prefer- 
ence contracting customers, was not being used by them ? 

Mr. Hunter. No, I don’t recall that they did tell me that. 

Mr. Inprivz. Did you speak with the Bureau officials only with re- 
spect to the allocations of the power, or did you discuss the extent 
of actual use of firm power / 

Mr. Hunver. If | remember correctly, we spoke only of the allo- 
cations, not the use. Our concern was that in making loans for line 
extensions and for facilities to serve outlying areas that were not 
served in our assigned area, that we could not make a loan unless we 
had the source of power available, enough firm power to take care of 
the needs that would be covered by the extensions that were involved 
in the loans, and REA will not make a loan to us unless the firm power 
is available. 

Mr. Inprirz. For how long a period must firm power be available 
to qualify for an REA loan / 

Mr. Hunter. I believe they figure for 2 years. 

Mr. Inprrrz. If any of the unused firm power were made available 
to you for a period of 2 years or more, would that be a sufficient basis 
for a loan application to REA ? 

Mr. Hunter. I think that possibly would put us in the clear as long 
as it could be agreed that it was on a firm basis. 

Mr. Inprrrz. Would you be willing to accept such power on a with- 
drawal basis? 


we Hunter. Well, I would, but I don’t know whether Washington 
would. 

Mr. Inprrrz. Have you inquired from REA ? 

Mr. Hunrer. I haven’t inquired directly to REA in Washington. 
ee been told by their field engineer that it would have to be on a 

rm basis. 


Mr. Inprrrz. Do you plan to make further inquiries on the subject ? 
Mr. Hunrer. Yes; I do. 
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OWNERSHIP OF DISTRIBUTION SYSTEM AS QUALIFICATION FOR PREFERENCE 


Mr. Inprrrz. In your statement you also indicated that : 


The town of Portola apparently cannot be considered a preference customer 
before forming a municipal electric system. 

Did the Bureau so tell you? 

Mr. Hunter. No, no. 

Mr. Inprirz. On what basis do you have that apparent knowledge! 

Mr. Hunter. Well, perhaps that is an assumption on my waite I 
assume that we cannot be considered a preference customer until we 
have established a municipal system. 

Mr. Inprrrz. Is the town of Portola incorporated under the laws 
of California as a municipal body ? 

Mr. Hunter. It is an incorporated area under the laws of Cali. 
fornia, yes. 

Mr. Iwnprirz. Is your understanding that the Bureau would not 
consider Portola as a preference customer unless it first formed q 
municipal electric system, based on an assumption by you? 

Mr. Hunter. Well, I made inquiries in an attempt to get informa- 
tion, mostly. I made inquiries of the Bureau, and I will be glad to 
leave copies of these letters here. 

By letter of December 3, 1959, addressed to the attention of Mr. 
H. B. Dugan, Regional Director, I asked for information as to how 
Portola might go about acquiring power, and I was informed by letter 
dated December 9 that he simply states, here in part, Portola is out- 
side the service area of Pacific Gas & Electric Co. and, therefore, 


could not be served under the agreement with Pacific Gas & Electric | 


Co., and the Bureau—now, if I remember here—oh, I will check my 
letter—yes, I asked in my letter if it was impossible for an arrange- 
ment to be made whereby Portola could obtain delivery by wheeling 
over Pacific Gas & Electric Co.’s lines through the cooperative’s lines, 
and in turn wheel through the cooperative lines to the municipal point 
of delivery ; and I did not get a satisfactory answer to that so far as 
I am concerned. 

Mr. Inpritz. Have you received any statement from the Bureau 
that they would not consider the town of Portola as a preference cus- 
tomer unless it first formed a municipal electric system ? 

Mr. Hunter. No, they have not made that statement. I wouldn't 
accuse them of that. 

Mr. Inpritrz. Has the Bureau of Reclamation stated that it would 


not provide power to Portola by wheeling over the lines of PG & E and | 


the Cooperative ? 


Mr. Hunter. They haven’t indicated it would not, but I was trying | 
to get information primarily in this letter of December 3d that I | 


mentioned. 

Mr. Inpritz. Is your complaint that your are not getting an ade 
quate response ? 

Mr. Hunter. Yes, I would like to know where to go for information. 
That is what I was trying to find out. If they don’t have the informa- 
tion, I would like to know where to go to get that information. 

I don’t know of any place in the United States, where a municipal 
area is receiving power by wheeling to them over the lines of a so 
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called private utility to a cooperative’s transmission line, then wheeled 
over & cooperative’s transmission line to the municipality. 

[ don’t know where a situation like that exists any place in the 
United States, and I have not been able to find out, but I would like 


Ini Mg 
to know very much if there is anything that would rule out such an 


nt. 
rer Moss. Mr. Hunter, the Committee will be very happy to de- 
velop that information for you. 

Mr. Hunter. Thank you. 

Mr. Moss. Mr. Smith? 

Mr. Suirx. How large is this town of Portola ? } 

Mr. Hunter. Approximately 2,400, they tell me. It is a railroad 
town, and it shifts so fast it is hard to keep track. 

Mr. Barry. Mr. Hunter, Plumas, Sierra, and these other counties 
you mentioned, actually originates the water that flows down the 
canyon that makes this waterpower in the first place, isn’t that true? 

Mr. Hunter. Yes, that is true. 

Mr. Barry. So you have almost a first mortgage, so to speak as far 
as the feeling of the people is concerned in the use of some of this 
power. Isn’t it the general feeling that they should be accorded a 
modicum or at least some measure of return for the water that does 
flow down through there ? 

Mr. Hunter. Well, I can’t speak for the feelings of the people. I 
would say that you are probably right. 

Mr. Barry. That is my impression. 

Mr. Hunrer. Yes. 

Mr. Barry. I would think there is some justification for that. 

Mr. Hunter. Yes. 

Mr. Barry. Because they do take care of the waterway and have to 
make certain sacrifices along the Feather River Canyon and other 
canyons for the powerplant, such as lack of fishing and recreational 
use, and other recreational uses along the way; isn’t that right? 

Mr. Hunter. Yes. 

Mr. Barry. That is all. 


EFFORTS TO OBTAIN INFORMATION CONCERNING POWER 


Mr. Moss. Mr. Hunter, you indicated that the response received 
from the Bureau, in your judgment, was unresponsive to the questions 
directed. However, one of the answers raised the question of your 
being outside the service area of Pacific Gas & Electric; is that correct ? 

Mr, Hunver. Right. 

Mr. Moss. And was that mentioned as a qualification ? 

Mr. Hunter. That is the way I took it; that was my interpretation. 

Mr. Moss. I think it might be well, in order that the record be clear 
and no improper inferences made, that you supply to the subcommittee 
a copy of the correspondence to which you have referred, for insertion 
of that correspondence in the record. 

Mr, Hunrer. I became manager of the cooperative in August 1955, 
and I have copies of all the correspondence pertaining to this, and 
maybe some that does not. I would be glad to leave the package as 
a whole for the record. | 

59220—60——_9 
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(The correspondence follows :) 

DECEMBER 3, 1959 
U.S. DEPARTMENT OF THE INTERIOR, 7 
BUREAU OF RECLAMATION, 
Regional Office, Region 2, Sacramento, Calif. 
(Attention: Mr. H. P. Dugan, Regional Director.) 

Dear Mr. DueGan: This letter is for the purpose of attempting to gather 
information relating to possible wholesale power procurement and Wheeling 
arrangements. 

The city of Portola, only incorporated town in Plumas County, Calif, has ip 
the past discussed the possibility of establishing a municipal power System, 
However, the big question has always been where and how a wholesale Dower 
supply could be obtained. As a member of the city council, and also manager 
of this cooperative, I have been asked to gather all available information relating 
to the subject. 

First, I realize that as of now, the Bureau of Reclamation has no firm power | 
available for commitment. However, should additional firm power become | 
available in the future we would appreciate knowing what action must be taken, 
either future or present, in order to obtain an allocation. 

The next problem is delivery facilities. 

As you know, this cooperative buys firm power from the Bureau at present, 
but delivery is made by a wheeling agreement between the Bureau and Pacife 
Gas & Electric Co. 

Would it be possible for an arrangement to be made whereby the propose 
Portola municipal system could contract for firm power from the Burean and 
obtain delivery by wheeling over Pacific Gas & Electric Co. lines to the ¢. | 
operative’s lines and in turn wheel over the cooperative’s lines to the municipal’s 
point of delivery? In effect, there would be two wheeling parties between the 
supplier and the purchaser. This is with the assumption that firm power is 
available at the time action is instituted. 

The cooperative’s board of directors has no objections to the cooperative’s 
lines being used in such a wheeling arrangement. In fact, with the cooper- 
tive’s low density of consumers, it is felt that such an arrangement might well 
prove beneficial to all concerned. 

Would appreciate any information and comments you can supply. 

Sincerely, 
ConE HUNTER, 
Manager, Plumas-Sierra Rural Electric Cooperative, Inc. 


U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., December 9, 1959. 
Mr. ConE HUNTER, 
Manager, Plumas-Sierra Rural Electric Cooperative, Inc., 
Portola, Plumas County, Calif. 

DEAR Mr. Hunter: Thank you for your letter of December 3, 1959, ani 
the information concerning the proposed organization of a municipal power | 
system in the city of Portola, Calif. 

Portola is outside the service area of Pacific Gas & Electric Co., and, there 
fore, could not be served under the present terms of the wheeling agreement 
between Pacific Gas & Electric Co. and the Bureau. 

We regret that we are unable to make a more encouraging reply to your 
letter. 

Sincerely yours, j 
E. F. SuLLIVAN, Acting Regional Director. 
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DECEMBER 23, 1959. 
ARTMENT OF THE INTERIOR, 
wee of Reclamation, Regional Office, Region 2, Sacramento, Calif. 
(Attention : Mr. E. F. Sullivan, Acting Regional Director.) 


Dear Mr. Suttivan: Your letter of December 9, 1959, in reply to my letter of 
December 3, 1959, has been received. However, the specific answers that I de- 
sired were no forthcoming. ; 

I am well aware that the town of Portola is outside the service area of 
Pacific Gas & Electric Co. and I am also well aware that Portola could not be 
served under the present terms of the wheeling agreement between Pacific 
Gas & Electric Co. and the Bureau. 

An examination of my letter of December 3, 1959, will also show that I am well 
aware that the Bureau of Reclamation has, as of this date, no additional firm 
power available for commitment. 

What I specifically asked was: Is there any existing agreement, or, are there 
any existing laws which would allow the Bureau to wheel over Pacific Gas & 
Electric Co. lines to the point of delivery on the Plumas-Sierra Rural Electric 
Cooperative’s lines and, in turn, wheel over the cooperative’s lines to a point 
of delivery for the town of Portola. We know from past experience that any 
effort by the town of Portola to set up a municipal system would be met with 
resistance by the so-called private power companies. However, as city council- 
man, I have been delegated to examine and explore all possibilities and it ap- 
peared to me that the best place to start was with the Bureau. If the Bureau 
is unable to answer my questions, then I would desire to know if you have in- 
formation as to where further inquiries should be directed. 

It is a sad fact that the obtaining of wholesale power in this area of the 
country depends almost entirely upon the whims of one monopolistic private 
utility but it is felt that with the constant increase in consumer power use, 
eventually this suitation must change if for no other reason than that the 
public makes a specific demand and perhaps goes so far as to elect legislative 
representatives who are in sympathy with their wishes. 

Very truly yours, 
Cone HUNTER, 
Plumas-Sierra Rural Electric Cooperative, Inc. 


U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., December 31, 1959. 
Mr. Cont HunTER, 
Manager, Plumas-Sierra Rural Electric Cooperative, Inc., 
Portola, Plumas County, Calif. 

Deas Mr. Hunter: In reply to your letter of December 23, 1959, there are no 
agreements whereby multiple wheeling arrangements could be affected for the 
supply of power to the city of Portola. We are not aware of any laws con- 
cerned with multiple wheeling arrangements. Needless to say, we are not in a 
position to speak with authority and, therefore, suggest that you correspond 
directly with the California Public Utility Commission, California State Build- 
ing, San Francisco, Calif. 

Sincerely yours, 


BR. F. Suryivan, Acting Regional Director, 

Mr. Barry. I neglected to ask you when your present contract with 
the Bureau of Reclamation expires. 

Mr. Hunter. I believe it is 1961, but I would have to check that. 
We have never had this new contract drawn up. 

_Mr, Barry. But you did hear that they would increase the alloca- 

tion, but you don’t have the contract yet ? 

Mr, Hunter. By letter, in 1958, they said they would increase the 
allocation, and at that same time there was also mention of an auxil- 
lary service; in other words, another source of firm power. 
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Mr. Barry. That sounds encouraging. Do you think perhaps t] 
Bureau is waiting until the next contract date to put it in wit 3 
since you already have a contract ? ning, 

Mr. HUNTER. Well, frankly, I don’t know what they are waiti 
for. This letter was dated November 19, 1958, and if you w; - 
will read it. f _— 

Mr. Barry. Well, if it would throw some light on it, I think yo 
showed a little concern that you hadn’t had it firmed up. om 

Mr. Hunter. Yes. 

Mr. Barry. Let me ask you this first before you read it. Are 
up to the maximum insofar as usage of power now ? a 

Mr. Hunter. We are not up to that, and I wasn’t concerned frankly 
until we had this recent tentative request from the State to serve the 
institution that is supposedly to be built in the Leavitt, Calif on 

Mr. Barry. But you feel that the Bureau would certainly honoy 
their commitment to you? ° 

Mr. Hunter. I have no reason to believe that they wouldn’t, 

Mr. Barry. Well, go ahead and read the letter if you wish. 

Mr. Hunter. This refers to Electric Power Contract No. 14—06- 
200-257. 

(The letter referred to follows :) 

U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 


REGIONAL OFrFicre, Reoron 2, 
Sacramento, Calif, November 19, 1958, 
Subject : Electric Power Contract No. 14—-06—200—257. 
PLUMAS-SIERRA RURAL ELECTRIC COOPERATIVE, INC. 
Portola, Calif. 
(Attention: Mr. Cone Hunter, Manager). 

GENTLEMEN: Allocations have been made of the commercial power of the Cen- 
tral Valley project which includes power from the Folsom and Nimbus power- 
plants. This is to inform you that an allocation of 3,400 kilowatts has been 
made to you. 

We are currently considering a form of contract amendment which will in- 
corporate this new allotment of power, or such lesser amount as you may desire, 
as a new contract rate of delivery, and will include provisions relating to auxil- 
iary power service which you may obtain from other suppliers, and perhaps other 
matters. The necessary arrangements covering possible auxiliary service will 
be an important relationship and may delay the actual amendment of your 
contract. 

In the interim, commercial power will be furnished you on a temporary basis 
up to the amount of 3,400 kilowatts, the total amount allotted to you. We trust 
this notification of the proposed increase in your contract rate of delivery will 
enable you to engage in such planning as you consider appropriate. 

Very truly yours, 
B. P. Betiport, Regional Director. 

Mr. Barry. Mr. Hunter, it would appear that such commitments 
as the one that they have made to you and perhaps to other distriets 
might be one of the main reasons the Bureau is somewhat conservative 
about allocating power to some of the new potential users of this 
power, such as the one we had this morning. 

You do intend to pursue this with the Bureau and get your contract 
soon, I presume, do you not? 

Mr. Hunrer. I assume that we will have a new contract submitted 
for our examination, and that is what I am still waiting for. 

Mr. Barry. That is all, Mr. Chairman. 
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Mr. Moss. Mr. Hunter, if you will supply those copies of corre- 
spondence for the record, I think it will go a long way in clarifying 
the precise position of the Bureau. 

Now, as I understand, you are concerned over the long delay in 
executing a contract for the additional amount, because of a require- 
ment of the REA that you have a firm amount of power prior to mak- 
inga loan to you, is that correct? _ 

Mr. Hunrer. This last allocation which brought our contractual 
amount up to 3,400 kilowatts was accepted by REA. 

Mr. Moss. It has been accepted ¢ ru 

Mr. Hunter. It has been accepted. We currently have application 
in for another loan which was necessary due to this request by the 
State to service this conservation center. 

Mr. Moss. The State itself in that instance is a preference customer, 

ject to preference. 
oa. I understand that they are. I didn’t know that until 
today, but I heard it here on the stand. I don’t know what REA is 
going to say about this new application, inasmuch as we are coming so 
close to our contractual demand. 

Mr. Moss. Well, Mr. Hunter, I want to thank you for your testi- 
mony, and you are excused now. 

Mr. Hunter. Thank you. I appreciate being here. 

Mr. Moss. The next witness will be Mr. Henry Glaves, representing 
the Northern California Municipal Electric Association. 

Mr. Glaves, do you solemnly swear that the testimony you are about 
to give before this subcommittee shall be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Guaves, I do, 


TESTIMONY OF HENRY A. GLAVES, PRESIDENT, NORTHERN 
CALIFORNIA MUNICIPAL ELECTRIC ASSOCIATION 


Mr. Moss. Will you identify yourself for the record ? 

Mr. Guaves. My name is Henry A. Glaves, I am the city manager 
for the city of Lodi, and I also represent the Northern California 
Municipal Association as its president. 

We would like to submit the following statement to your committee 
as a statement of policy of our association. 

The Northern California Municipal Electric Association was or- 
ganized in 1951 for the purpose of providing an agency through which 
a uniform basis for the purchase of electricity from the Pacific Gas 
& Electric Co. could be achieved, and through which continued provi- 
sion for an alternative source of dependable power might be assured. 
These purposes, we believed, were in the best interests of our member 
cities and, in turn, would legislate to provide ultimate benefits to every 
electric customer in the State. 

The members of our association include the cities of Alameda, Biggs, 
Gridley, Healdsburg, Lodi, Lompoc, Palo Alto, Redding, Roseville, 
Santa Clara, and Ukiah, representing each of the municipally owned 
electric distribution systems in the service area of the Pacific Gas & 
Electric Co. It should be emphasized that our purpose was confined 
to broad areas of basic policy in the field of electric distribution and 
that as an organization we were agreed to take no position which took 
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from the legislative bodies of our individual members a complete free. 
dom of action. 

The Northern California Municipal Electric Association is com. 
mitted to the view that an alternative source of firm electric enep 
is essential to the provision of adequate public service at reasonable 
cost. The choice as to supply, we believe, is clearly an individual on 
to be made in the best judgment of each city council on the basis of 
economic and practical considerations. It is our view as an organiza. 
tion only that the choice be provided. 

During the period 1954-55, at which time our present. agreements 
with the company were under negotiation, we were consistently ad. 
vised by the Bureau of Reclamation that no Federal power was then 
available for the use of preference customers. It now appears that 
40,000 to 60,000 kilowatts of Bureau energy may be available for g 
ane of perhaps 5 years. We believe that this question should be 

nally resolved by the honorable committee, and that if excess capacity 
does in fact exist, it should be publicly offered to preference customers 
in conformity with the consistent policy of the Federal Government 
which has been confirmed over the past half-century. 

It is our understanding that the Shasta Dam Area Public Utility 
District allegedly has been required to accept any power obtained 
from Bureau sources over lines of the Pacific Gas & Electric Co, 
under the conditions of the so-called wheeling agreement. It is the 
position of our association that the principle of wheeling is per. 
fectly sound in certain instances, but that it is inevitably related to 
the physical and economic conditions involved in each situation. It 
is, therefore, our view that a clear alternative should be provided, to 
be exercised at the option of the parties at interest, to the end that the 
use of existing facilities or the construction of new ones may be em- 
ployed, as indicated by the particular set of circumstances. 

While we are of the opinion that the so-called wheeling agreement 
provides a sound basis for the transmission of publicly generated 
electricity in many instances and that it should continue to be avail- 
able as an alternate to separate construction, we find no justification 
to a policy which will preclude a public agency from constructing its 
own lines when it is economically feasible to do so. We are further 
persuaded, in substance, that the availability of two or more power 
sources is a substantial factor in maintaining equitable rates and in 
assuring the adequate development of electric generating capacities, 
but we believe equally that the choice of supply properly rests with 
the legislative body of each preference agency. 

Mr. Moss. Mr. Indritz? 


ALTERNATE SOURCE OF POWER SUPPLY 


Mr. Invrirz. Mr. Glaves, do you think that the Bureau’s require- 
ment, that before it executes a contract with a preference agency, the 
agency must provide satisfactory evidence of an alternate power stp- 
ply source in excess of its allocation, complies with the principle you 
enunciated in your statement, that the choice of supply should rest 
with the legislative body of the preference agency ? 

Mr, Graves. No, sir; I do not. As a matter of fact, I learned of 
this provision for the first time at the hearing today. In consider- 
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ing our statement — board of directors, we were not aware that 
uirement. uss 

oe tows. Would such a requirement as a prerequisite to the 

making of a contract Impose a compulsion upon the agency oi 

Mr. GLAVES. Well, frankly, I do not understand the Sees 
and the implications. I am somewhat suspicious as to what it wou 
Vali daderrs. Do you believe that a preference agency should be 
free to make a contract with the Bureau without having Lo, Provide, 
as a prerequisite, evidence of an alternate source of supply ? 

Mr, Graves. Yes, sir; Ido. — » beng 

Mr. Ixvrrrz. Do you think it should be a responsibility of the pref- 
erence agency rather than the Bureau of Reclamation as to the avail- 
ability of such an alternate source of supply 

Mr. Giaves. Well, let me put it this way. At the present time I 
can see no reason why it would be necessary, or what purpose it would 
serve. However, I haven’t heard the rest of the testimony, and at the 
moment I am at a loss to understand the provision. 

Mr. Moss. Mr. Smith ? 

Mr. Surtu. I don’t have any questions. 

Mr. Moss. Mr. Barry? fil 

Mr. Barry. Well, Mr. Glaves, you seem to take a fair position that 
you haven’t heard any substantial justification for the ruling of the 
Bureau, and that you didn’t realize what their position was until to- 
day; and I wonder if tomorrow, when the Bureau is on the stand here, 
will vou be here in the room 4 

Mr. Graves. I imagine I will be; I am not sosure. 

Mr. Barry. Because I can’t answer for the Bureau, but from the 
number of applicants who want,the power, anything that the Bureau 
could do to encourage their customers to develop.a second source of 
energy would certainly bea step. in the right direction, because if 
something constructive isn’t done there isn’t going to be enough pow- 
er to go around in this area at least from the testimony of just the 
few who have been here today., Lf allocation is on a first-come, first- 
served basis, maybe. that would have been a better policy, but it 
didn’t get off the ground in that direction; and if it had, the Bureau 
of Reclamation’s allocation would long since have been utilized by all 
these customers, and then the new customers would be scrambling 
for power and would be glad to get it from any source. 

But now we have a quarreling situation where some communities 
are allocated too much, and some aren’t getting enough, and. others 
are getting criticism if they aren’t using their availability; and-you 
come in with the policy statement that you feel you are entitled te get 
clarification of, and I hope before the hearing is over you will. 

, Now, you made the statement in paragraph 2, page 2, that you hope 
the honorable committee; and I presume you mean this committee, 
will finally solve the matter. 

If you aren’t aware, I think I am correct in saying that this com- 
mittee doesn’t decide. They investigate, get the facts, and sometimes 
it leads to solving the matter in Washington by appropriate legis- 
lation to cure what is wrong, but this committee, neither the special 
subeommitttee that Mr. Moss is chairman of nor our full commit- 
tee in Washington, resolve these matters, although we do certainly 
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create a climate whereby they can be resolved if it is not done} 
departmental order within the Department which we arg jnyg. 
tigating. 

ate Graven: Mr. Barry, you have had before you today represents. 
tion from two of our member cities with a current and very active 
interest in securing Bureau power. However, the balance of th 
cities in our organization are also interested in the policies that ar 
developed, and we are very anxious to see that the power is availabl, 
to the preference customers. 

I might also add here that the city of Redding isn’t alone in Dos. 
sibly being boxed out of the possibility of getting power. 

Mr. Barry. I gathered that. 

Mr. Guaves. The city of Lodi is currently engaged in negotiating 
a supplement to our contract with P.G. & E., and under the cu. 
rent supplement they will sign us up for 10 years, which will ex. 
tend us beyond our present contract termination date of 1969, 

Now, this is of great concern to us; we haven’t reached the point 
where we have developed the information that Redding and oo 


ville have been pursuing. However, at the moment we are very | 


concerned, and it may be possible that we will not be in a position 
to get this power. 

We are concerned about being under the thumb of the company 
to the point that competitive power is unavailable to us. 

Mr. Barry. Would you be in favor of a complete change of poliey 


to take all the remaining unallocated power that does exist and dis | 


tribute it and let the future take care of itself? 

Mr. Graves. This is a type of question that would, I think, require 
more knowledge of a technical nature. 

Mr. Barry. What I am asking is to try to determine whether or not 
the Bureau is pursuing the right policy. I think that basically the 
intent of the committee here is to try to find out first. whether they 
have been pursuing the right policy and, secondly, whether there has 
been any abuse of that policy. 

Mr, Graves. If the objections we have heard today are corrected, 
then I cannot understand the Bureau’s reasoning for example, if when 
the city of Roseville hits its allocated limit of 7,300 kilowatts, it would 
then have to take supplementary power from Pacific Gas & Electric 
Co. which would be purchased by the company from the Central Val- 
ley project, probably a part of the 40,000 to 60,000 kilovolts unused 


ower, at Bureau prices. The city would be buying this power at | 


acific Gas & Electric Co. prices rather than at Bureau prices. 

Mr. Barry. Well, standing alone, I would agree with you, but I 
don’t know all the facts, and it is very difficult to make a determina 
tion. But if Roseville had P.G. & E. lines right nearby and could get 
availability there, whereas one of these other cities that you represent 
isn’t served by P.G. & E. at all, and by giving to all the other cus 
tomers who come in the total allocation, what happens to the city 
which has no way of getting service from P.G. & ih. which has only 
lines where there is no alternate source ? 

I just wonder if there is not a built-in protection that they are of 
fering to some of your communities. In order to see that. Roseville 
a .G. & E. lines they have to have a policy that is applicable to 
all. 
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Mr. Guaves. Well, this is what I am here for, to learn what their 
ee Suen, And we are here to try to learn what the situation is, 
You do think that if that were the case, there would be some justifica- 
tion, do you not, for the Bureau holding back a certain degree? 

Mr. Guaves. I would have to concede that there is a possibility of 
there being justification for the entire program; I don’t know yet. 

Mr. Barry. You don’t know yet. We will get them here tomorrow, 
and we will find out. — 

That is all, Mr, Chairman. 


CITY OF LODI POWER CONTRACT 


Mr. Surru. Mr. Chairman, I have a couple of questions now. 

You say you are now negotiating a contract for power? 

Mr. Guaves. We are going to have to increase the voltage at which 
we take our power, and in requesting the change in service we have 
been offered a contract which extends our service for 10 years. 

Mr. Surru. Your full service you mean ? 

Mr. Guaves. Yes, full service from Pacific Gas & Electric Co. 

Mr. Smiru. This isn’t a standby. 

Mr. Guaves. No, this is a full service; we have no connection with 
the Bureau at the present time. 

Mr. Smiru. Now, do you negotiate on the length of the contract 
for the 10 years, or is this a contract that is offered to you, or what? 

Mr. Guaves. This would be a contract providing the city of Lodi 
would take all its power from P.G. & E. for the full 10 years. It is 
my understanding that the city of Santa Clara faces the same thing 
right now. 

Mr. Suirn. Then what would preclude you, then, from getting this 
on a preference basis in 1962 with Trinity ? 

Mr. Guaves. We are hoping that it will not; I am hoping that we 
can develop information and facts which will help our city council 
decide whether they want to stay with Pacific Gas & Electric Co., or 
goto the Bureau for its power. 

It is my concern that information be made available to the city 
council so it can make the decision it finds best suited for its citizens. 

Mr, Smiru. That is all I have—I have a question that counsel 
might be able to answer. 

I am just wondering how much power is going to be available from 
Trinity ; do we know that ? 

Mr. Moss. We are going to put that in the record tomorrow. 

Mr, Smrru. All right. 


POLICIES OF BUREAU OF RECLAMATION 


Mr. Moss. I was interested in a couple of questions and responses 
here a few moments ago on the propriety of the Bureau in encourag- 
ing alternate sources of supply. Would you say that the requirement 
of the Bureau that before the higher allocation is made effective in a 
contract the customer must have an alternate standby source of sup- 
ply to pick up the load beyond the allocation, appears to be encourage- 
ment, or does it appear to be direction ? 
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Mr. Graves. I would have to say that it sounds like direction to me, 

Mr. Moss. I am never too much offended by encouragement. I am 
frequently offended by direction, particularly when that direction 
appears to go beyond the reach of the law. 

Now, on the hypothetical problem that was broached by Mr, Barry 
isn’t that one which could not occur and has not occurred 4 , 

Mr. Guaves. To my knowledge, that is true and I know of no cages 
where it would be about to happen. 

Mr. Moss. And has no bearing on the motivation of the Bureay in 
its present policy, because the only wheeling agreement in existence 
within the system is that with the Pacific Gas & Electric? 

Mr. Guaves. That is correct. 

Mr. Moss. Or the transmission of power; and, therefore, a potential 
user, 2 preference user outside the service area of the Pacific Gas & 
Electric, unless they build their own transmission lines, would not be 
in a position to take the power ! 

Mr. Guaves. That squares with my understanding, such as it is. 

Mr. Moss. And, therefore, the Bureau’s policy is not to withhold 
higher allocations to communities such as Roseville, near the lines of 
Pacific Gas & Electric, in order to accord some recognition to the re- 
quirements of the city of Portola, for example, whose plight was told 
us a few moments ago. It would appear, rather, that they are now 
holding their allocations and saying, having allocated them, as far as 
we are concerned, the power is gone. 

Mr. Guaves. Yes. I don’t know why they are holding this power 
and not permitting the preference customers under contract to use it. 

Mr. Moss. Would you agree with me that we might conclude from 
this policy that the Bureau feels that it has fulfilled its function when 
it has made the allocation, rather than to continue its function of 
managing the total firm pool in order to insure that as much as pos- 
sible go to the preference customers ? 

Mr. Guaves. Yes, sir. 

Mr. Moss. That is all the questions I have, and I want to thank you 
for your appearance. I am certain it has been helpful to the com- 
mittee. 

Mr. Guaves. I believe this hearing is certainly serving a fine purpose 
for our community. Thank you very much. 

Mr. Moss. Now, the chairman has received in the course of the day 
proposed statements from quite a number of people, and has reviewed 
some, but not all. Some so reviewed would appear to go beyond the 
assigned jurisdiction of the subcommittee, since they would appear 
to deal with substantive legislative issues rather than those issues 
which have been assigned to us. 

I will give further study to them this evening and consult with coun- 
sel, both of the full Committee on Government Operations, and of the 
special subcommittee; and I will inform those gentlemen tomorrow 
whether or not it will be possible to hear them or to receive their state- 
ments for the records of this hearing. 

The committee will now adjourn until 9:30 tomorrow morning, at 
which time our first witness will be the Bureau of Reclamation. 

(Whereupon, at 6 p.m., the hearing was adjourned, to reconvene on 
Saturday, March 26, at 9:30 a.m.) 
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SALE AND TRANSMISSION OF POWER 
(Bureau of Reclamation, Central Valley Project, California) 


SATURDAY, MARCH 26, 1960 


Houser or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE ON 
AssiGNep Powrr AND LAND PROBLEMS, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Sacramento, Calif. 

The subcommittee reconvened, pursuant to adjournment, at 9:30 
a.m., in the State Capitol Building, room 5168, Sacramento, Calif., 
Hon. John E. Moss (chairman of the subcommittee) presiding. 

Members present: Hon. John E. Moss, Hon. Neal Smith, subcom- 
mittee member; and Hon. Robert R. Barry, member of the Committee 
on Government Operations. 

Also present: Phineas Indritz, counsel to the subcommittee; and 
Orville Poland, general counsel to the Committee on Government 
Operations. 

Mr. Moss. The subcommittee will be in order. 

Before hearing the first witnesses, I have two matters to handle for 
the records and files of this committee. 

I received a number of requests, as I indicated yesterday, for per- 
mission to testify or to file statements before this subcommittee. This 
is a subcommittee on special assignments. Our jurisdiction is spelled 
out very clearly in the assignment letter from the chairman of the 
present Committee on Government Operations. Since this is not a 
legislative subcommittee, but an investigative subcommittee, I am 
going to receive a statement by the Stockton Grange for the files of 
the committee rather than the record, because the statement deals 
with substantive questions of legislative policy which would be prop- 
erly within the jurisdiction of the House Committee on Interior and 
Insular Affairs. 

(The above-mentioned statement by the Stockton Grange, was re- 
ceived for the files of the subcommittee. ) 

I am going to ask that a statement by Mr. James F. Sorensen, on 
behalf of the Friant Water Users Association, be inserted in the record 
of this subcommittee. Is there any objection to that request ? 

Hearing none, the statement will be received for the record, rather 
than the files, because it deals in part with the assigned jurisdiction of 
the subcommittee, although it goes clearly into two areas which are 
more appropriately within the jurisdiction of the House Committee 
on Interior and Insular Affairs. 

(The above-mentioned statement by Mr. James F. Sorensen on be- 
half of the Friant Water Users Association, is in appendix D.) 
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Mr. Moss. Our first witnesses this morning will be Commissione; 
Floyd Dominy, accompanied by Mr. H. P. Dugan, Regional Directo, 
of the Bureau of Reclamation. 

I believe, Mr. Commissioner, you have other members of your staff 
here. I will ask you after being sworn to identify them for the record 
Will all of the gentlemen with you be testifying ! 

Mr. Dominy. I suspect that all of us will need to. 

Mr. Moss. I think we can swear you all in together. 

Do you solemnly swear that the testimony you are about to give be. 
fore this subcommittee shall be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Domrny. I do. 

Mr. Dugan. I do. 

Mr. Baxer. I do. 

Mr. Antuony. I do. 

Mr. Moss. Now, will each of you gentlemen identify yourselves for 
the record ? 


TESTIMONY OF FLOYD E. DOMINY, COMMISSIONER, BUREAU OF 
RECLAMATION; ACCOMPANIED BY CHARLES BAKER, ASSISTANT 
CHIEF, DIVISION OF POWER; H. P. DUGAN, REGIONAL DIRECTOR, 
REGION 2; AND GEORGE ANTHONY, CHIEF, REGIONAL POWER 
OPERATIONS BRANCH, REGION 2 


Mr. Dominy. I am Floyd E. Dominy, Commissioner of the Bureau 
of Reclamation, and with me here to the left, on this important mat- 
ter, I have Charles Baker, who is Assistant Chief of the Division of 
Power in the Washington office of the Bureau; and Mr. H. P. Dugan, 
who is Regional Director of the Bureau’s region 2 operations; and 
Mr. George Anthony, who is the Chief of our Regional Power Opera- 
tions Branch. 

Prior to my appointment as Commissioner, I served in several 
capacities with the Bureau of Reclamation over a 15-year period. 

First let me say that I am pleased to be in Sacramento to attend this 
hearing. At my direction, the Bureau has eee directly to this 
committee all of the factual data requested by it during the past 
several months. We are most anxious at this hearing to clarify for 
everybody’s satisfaction the policy regarding the sale of Central Val- 
ley project power. 

The Bureau is especially mindful of its role as the marketing agent 
for the power produced at federally owned powerplants of the Cen- 
tral Valley project. Our policy in carrying out this function is of 
great importance to both the consumers of energy and to the taxpayers. 


BUREAU CONTRACTS WITH PACIFIC GAS & ELECTRIC CO. 


In order to make the best. possible use of the Federal power, we en- 
tered into a sales and interchange contract with the Pacific Gas & 
Electric Co. in October 1951. That contract has subsequently been 
enlarged and extended, the last amendment being September 1959. 
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Basically, however, in broad pane les, it remains the same kind of 
agreement as that — ame into ; y. oe Michael Straus 
ry Oscar L. Chapman in ‘ 
= sught add ceventthedicnlly that the Committee on Government 
Operations’ report of March 25, 1957, of the 85th Congress, 1st 
session, House Report 218, 85th Congress, as well as the same com- 
mittee in its House report in the Ist session of the 86th Congress, 
House Report 228, 86th Congress, page 105, recommended that we get 
busy and extend this P.G. & E. interchange contract rather than wait 
for its expiration, because of the Trinity division construction and the 
wer that would be coming in as a result of the Trinity division. 
Our sales and interchange contract with the Pacific Gas & Electric 
Co. is the result of extended negotiation and sincere effort by repre- 
sentatives of the Bureau and the company to devise an equitable 
arrangement under which the project can meet its multipurpose re- 
sponsibilities. A contract of this kind should be judged largely on 
the basis of what the whole arrangement accomplishes for the Bureau 
and the customers we serve. Under these sales and interchange con- 
tract, the Bureau’s dependable capacity is increased from 190,000 kilo- 
watts without integration to 450,000 kilowatts with integration. Re- 
leases of water from project. reservoirs are made on the basis of down- 
stream mandatory requirements for flood control, irrigation, naviga- 
tion, fish and wildlife. Power production is the byproduct of the 
mandatory water releases and varies according to the amounts of 
water released for these purposes. The result is that standing alone 
the project hydroplants have a dependable capacity of only 190,000 
kilowatts and have to be firmed up by other generation to make the 
hydro usable to the best advantage to serve customer loads and to 
produce revenues for economic feasibility of the project. 


COORDINATION WITH STEAM 


For this reason, coordination with steam has always been recog- 
nized as a necessity for the Central Valley project. Years ago, the 
Congress declined to appropriate funds for construction of a steam- 
plant. The steam firming is therefore done through our contractual 
arrangements with P.G. & E. 

Now, let me emphasize there that the design of the Central Valley 
project and the capacities that were designed originally for installa- 
tion at Shasta, were based upon the realization that there had to be 
steampower incorporated with it, and originally, that was going to be 
done by a Government steamplant down at Tracy. But, when we 
failed to get appropriations for Federal construction of a steamplant, 
this interchange contract with P.G. & E., providing the firmin 
the alternative arrangement. 

The increase of 260,000 kilowatts of revenue-producing capacity is 
extremely important to the economic stability of the Central Valley 
project. The company is obligated to supply capacity and energy to 
support Bureau commitments to preference customers to the 450,000 
kilowatt maximum. Without this P.G. & E. support, Bureau loads 
would have to be held to 190,000 kilowatts maximum or less. 
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GENERAL ACCOUNTING OFFICE AUDIT REPORTS 


In view of the critical comments made by the General Accountin 
Office in audit reports covering the Central Valley project, before 
proving the amended contracts, in September 1959, the Departme ' 
had an independent engineering analysis made of the eonthactusien 
lationships between the Bureau of Reclamation and the compan The 
Department’s consultant, the engineering firm of Jack D. Steven f 
Seattle, Wash., in transmitting its report to the Department wa 
mented that the existing contracts represented good arrangements > 
ticularly for the Bureau of Reclamation and that, and I quote The 
Bureau benefits handsomely through integration with the com a 
power system.” Mr. Stevens, a former long-time Bonneville Powe 
Administration engineer, has had extensive experience in the field of 
power system integration and acts as a consultant to both public and 
private power groups. After reviewing Mr. Stevens’ report, the Gen- 
eral Accounting Office advised the Department that it does not plan 
to continue the critical comments and recommendations in future audit 
reports to the Congress. Therefore, we believe that these criticisms 
have been satisfactorily disposed of. 


AUXILIARY POWER SUPPLY 


Auxiliary power supply for preference users served by wheeling to 
supplement Bureau power is assured, if needed, and desired by a cus. 
tomer, by the addition of appropriate clauses in the P.G, & E. con- 
tracts. Auxiliary power supply provisions were incorporpated into 
the P.G. & E. sales contract 175r—3428 by amendment No. 4, clause 
12(d) (1) ; and into the P.G. & E. wheeling contract 175r—2650 by sup- 
plement No. 5, clause 12(a), both dated September 29, 1959. This 
provision insures that the preference customers served by wheeling 
can obtain an auxiliary power supply when they have reached the 
limit of the power which can be supplied by the Bureau. This is 
necessary to protect the interests of both the customer and the Govern- 
ment, and to outline procedures for joint supply of power to the 
customer. 

Let there be no misunderstanding as to the purpose served by these 
auxiliary power supply provisions. They do not require our prefer- 
ence customers to contract with P. G. & E. They are intended only 
as a protection—a guarantee—to these customers that an auxiliary 
power supply is available if they choose to avail themselves of that 
source for auxiliary power protection. The customer is, of course, 
free to arrange for any alternate source of necessary auxiliary power 
if he so chooses. 

It is this assurance of a power supply being available to a customer 
that enables the Bureau to keep its total service to all customers 
within the maximum dependable capacity of 450,000 kilowatts. 
Otherwise, it might become necessary to cut off service to a customer 
as a means of preventing such customer from taking more power from 
the Bureau than that which the Bureau has available. 

Without a guaranteed auxiliary source available, we could not 
permit customers’ loads to approach too closely this critical area of 
450,000 kilowatts, as we could not put ourselves in the position of 
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yoluntarily taking on loads that, if required to be dropped, would 
leave whole communities without a supply of power. 


ALLOCATIONS OF CENTRAL VALLEY PROJECT POWER 


Allocations of Central Valley project power have now been made on 
the basis of dependable capacity of 450,000 kilowatts as provided for 
under the P. G. & E. contracts. In making allotments of this capacity, 
we had three principles in mind: (1) To assure each customer that it 
can depend upon a specified amount of power being available to it, 
(2) to provide a basis for contracts with preference users that will 
assure the Bureau that the dependable capacity of the system will not 
be exceeded, and (3) to take care of present customers before accept- 
ing new customers for service. The following tabulation indicates the 
allotments approved by the Secretary in October of 1958. 

(The tabulation is as follows :) 
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ALLOCATING PROJECT CAPACITY 


Mr. Domryy. I can assure you that the Bureau of Reclamation will 
continue to work with the preference users toward the goal of con- 
tracts for their complete utilization of the dependable capacity of 
the project. All of our preference agency contracts are based on a 
contract rate of delivery in terms of kilowatts. These kilowatts must 
be accompanied by supporting firm energy at the customer’s system 
load factor. Based on the customers’ own estimates for this fisca] 
year 1960, the nonsimultaneous demands of customers will approxi- 
mate 436,000 kilowatts and will require firm energy of nearly 2 billion 
kilowatt-hours. In years of deficient water supply, a portion of this 
energy will be obtained from P.G. & E. in accordance with the energy 
purchase bank account provisions of the sales and interchange con- 
tract. The bank account relationship with P.G. & E. permits the 
Bureau to purchase its energy deficiency from the company at a price 
related to the energy charges which the company has paid the Bureau 
during a previous 10-year period. This price is appreciably less than 
the costs of producing such energy in the company’s steam plants. It 
js one of the most valuable features of our contract with the company 
both for the Government and the preference customers. 

Now, I might point out, Mr. Chairman, that during the current 
year thus far, and certainly during the preceding year 1959, the value 
of this provision was certainly driven home to us. We bought power 
for 6 solid months practically in 1959. We bought as much as 88,700,- 
000 kilowatt-hours in the month of December. We bought 61,006,000 
kilowatt-hours in the month of November 1959; and 48,200,000 kilo- 
watt-hours in October. We also bought power in March and April of 
1959, and we bought power in January 1960 to the tune of 88,700,000 
kilowatts; and we bought power in February. This is because we are 
storing and holding back water in our reservoirs to meet the primary 
purposes of the Central Valley project, which are irrigation and con- 
servation of water. 

One of the major problems in allocating project dependable ca- 
pacity is to make the allocations in such a manner to assure complete 
utilization of project dependable capacity and yet allow the cus- 
tomers some reasonable growth potential. 

Some adjustment of the allocations may be necessary if it is clearly 
opponent that previous estimates of 1961 loads of customers are un- 
realistic. 


SALES OF POWER TO PREFERENCE CUSTOMERS 


As indicated above, the total allotments of power are now 450,000 
kilowatts, In fiscal year 1959, the preference customers to whom this 
power is allocated actually used, in the peak months, 390,186 kilo- 
watts. The remaining amount of 59,814 kilowatts was sold to P.G. & E. 
under the sales and interchange contract. 

Now, a word about this provision of that contract. It provides that 
any of the 450,000 kilowatts of dependable capacity not used by other 
customers at the time of their simultaneous maximum use will be paid 
for by P.G. & E. at firm power rates. Payment for this determined 
amount of capacity continues until the maximum simultaneous load of 
customers reaches a new higher peak at which time a new determina- 
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tion of the power to be paid for by the company is made. Thus, ag 
the total loads of customers grow, the amount of power paid for } 
P.G. & E. decreases, and ultimately will be zero, and all of the de. 
pendable capacity will be going to the preference customers, 
illustrate, the maximum power required for preference customers and 
miscellaneous temporary projects in 1957 was 318,842 kilowatts and 
the company paid for the remainder of 131,158 kilowatts; in 1958, the 
comparable amounts were 347,814 kilowatts for preference and mis. 
cellaneous loads and 102,186 kilowatts to the company; in 1959, these 
amounts were 390,186 kilowatts, and 59,814 kilowatts to the company, 
The amount going to the company is strictly a residual figure which 
is controlled by the amounts that preference customers take, 


POWER USE EXCEEDING ALLOTMENTS 


As might be expected, some of the preference customers now re. 
ceiving power are already up to their contract rate of delivery and 
as a matter of fact, have exceeded that amount. In these cases they 
are obtaining additional power on the basis of an overcontract rate 
of delivery to which they have no permanent right. This is simply 
a convenience to them. It does in one sense constitute a temporary 
use, but it is a temporary use without contractual rights. While 
contracts are being negotiated to reflect the current allotments, the 
Bureau is permitting, and will continue to permit, its preference 
customers to take power in excess of the contract rates of delivery 
of their contracts so long as this can be done without bringing us 
to the danger area as we approach the maximum dependable capacity 
of 450,000. As we get close to the 450,000 kilowatt limit, we will 
have to insist that any customer exceeding his contract allotment 
have an auxiliary supply arrangement for the same reasons I am 
about to indicate in connection with sales on a temporary basis of 
unused allocated power. 


SALE OF UNUSED POWER 


The Bureau has given consideration in the past, and is doing s0 
again, to the possibility of selling on a temporary basis that amount 
of power which, although allotted to a preference customer, is not 
now being used by that customer. 

In considering possible arrangements of this character, the Bureau 
necessarily will give first consideration to present preference allottees 
We have been very cautious in this regard because of the predica- 
ments in which both the customer and the Federal Government would 
find themselves in the event it becomes necessary suddenly to with- 
draw that power. We believe any arrangement of this kind could 
be worked out only in these instances where such a possible customer 
had immediately available an auxiliary source of power. For obvious 
humanitarian reasons, entirely aside from fiscal considerations, the 
United States cannot and will not put itself in a position, through 
the making of temporary arrangements, where discontinuance of 
Federal service can have consequences jeopardizing life and property. 
Therefore, in fairness to the customer as well as to the United States, 
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availability of an auxiliary power supply. 
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DIRECT SERVICE VERSUS WHEELING 


In supplying service to its customers, the Bureau is faced with the 

roblem of choosing either construction of transmission facilities 
direct service or the use of the existing facilities of a utility 
through a transmission service agreement. This choice resolves itself 

nerally to a comparison of costs of direct service versus cost of 

service. 

phar the actual cost of transmission varies with the location 
of point of service and it is readily apparent that an overall rate of 
j mill per kilowatt-hour for a system is an average of rates above and 
below the 1 mill. If the customers requiring short hauls are removed 
from wheeling service, then the rate for the remainder with wheeling 
service would be higher. The input of power to P.G. & E. for sub- 
sequent wheeling to customers is at Tracy. Distances to individual 
customers over which power is wheeled varies greatly. As several 
examples, three depots of the Defense Department and the State’s 
yocational school take service in the immediate vicinity of Tracy 
and require only about 25 miles or less of wheeling service. On the 
other hand, a few of the longer hauls are Roseville, some 90 miles from 
Tracy; Camp Beale at Marysville, about 120 miles, and Plumas- 
Sierra REA Cooperative at Quincy, about 210 miles. ; 

We also have in the other direction the Columbia pumping plant, 
about 150 miles to the south of Tracy. There can be little question 
about the justification for the use of a uniform service area wheeling 
rate. 

We have no objection to customers tying into the Federal system if 
it does not affect the proper functioning of Federal facilities. In the 
event of direct service, however, the protection of the provisions of 
our contract with P.G. & E. pertaining to the guarantee for auxiliary 
service does not apply. 


WHEELING FEES AND DISCOUNTS 


Generally speaking, a mill per kilowatt-hour systemwide wheeling 
rate is competitive with the total costs of providing transmission over 
a federally owned system. 

It is our policy that a 5-percent discount can be made on energy and 
demand charges if delivery is taken at transmission voltage so that 
the United States is relieved of substation costs. This is the discount 
normally enjoyed by our customers. 

We have in the case of the Sacramento Municipal Utility District 
granted an additional 5-percent discount on demand and energy 
charges because the district undertook to construct at considerable 
savings to the Government an additional transformation over and 
above the transformation substations which qualified SMUD for a 
basic 5-percent. discount. 

Special circumstances similar to those occurring with SMUD may 
arise in the future, and, if warranted, other customers including 
Shasta Dam Public Utility District might also be allowed an addi- 
tional discount. These will be considered on a case-by-case basis. 

basic principle of our wheeling policy is that we will not pay a 
wheeling fee, or grant a discount in lieu thereof, to a customer for 
the transmission of power over its own lines for its own use. To do 
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other than this could have an adverse effect on the feasibility of this 
project as well as others to which such a precedent might extend. Po 
example, if we were to pay the 1 mill wheeling fee, or grant a com. 
parable discount to SMUD, it would cost the ie ae about $1,500,0% 
per year, which, over the payout period of the project, would total 
about $75 million. I might add that is figured without interest and, if 
interest were figured on that, it would run up to about $150 million 
over the contract period. 

In the extensive Missouri River Basin project, covering power sales 
and delivery in approximately one-sixth of the United Sates, where 
there are in existence hundreds of contracts with customers, many 
of whom built their own transmission lines at their own expense for 
considerable distances to reach Bureau facilities, the impact of alloy. 
ing them a wheeling fee or discount would be tremendous and would 
in all likelihood, amount to hundreds of thousands of dollars per year 
Wheeling fees or discounts in lieu thereof have been granted only tp 
companies or organizations engaged in the transmission business, of 
which there are none in the Central Valley. In the Missouri River 


Basin we have entered into contracts with six such organizations. The 


important thing is that these organizations, although customers in 
the sense that they purchase power under a contract, are in the busi- 
ness of buying this power for resale to the several entities which ar 
the members which make up the organization. The power, after pur. 
chase by the organization, is then transmitted by it to the entities to 
which it is resold. These entities are in themselves preference cus. 
tomers. 

Shasta Dam Public Utility District has requested that it be paid 
a 1 mill wheeling fee for providing their own direct service from 
Keswick switchyard. As a customer, the district is not eligible to 
receive this fee. The district has indicated that a wheeling entity may 
be formed strictly for performance of a transmission service in this 
vicinity with the view of such entity obtaining a 1 mill wheeling fee, 
The district has been asked to describe in detail its plans for such an 
entity so that we might consider eligibility for a wheeling fee under 
our established policy. 


SUMMARY OF BUREAU OF RECLAMATION STATEMENT 


In summary, I would like to stress the following points: 

One, the Bureau’s contracts with P.G. & E. assures a full, dependable 
power capacity for the project substantially greater than could hk 
realized without such integration and assures the preference customers 
full access to this dependable capacity. 

Two, pending the contractual implementation of the 1958 alloc- 
tion existing preference customers have not been restricted in their 
growing demands. 

Three, auxiliary provisions of our contracts with P.G. & E., guar 
antee the preference customers served by wheeling a supply of power 
over and above that which the Bureau can supply. 

Four, we are prepared to explore the possibility of temporary sales 
of allotted but unused power. 
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Five, the 1 mill wheeling fee is over all a reasonable figure. 

Six, if a customer wishes to do so, he may make his own arrange- 
ments for direct service but in such event, he must have an arrange- 
ment for auxiliary service when needed. ; 

Seven, discounts additional to those provided by the standard rate 
schedule cannot be given unless special circumstances permit after case 
study. ee ; , . 

Eight, we are continuing to explore means of meeting the specific 
oroblems of Shasta Dam Area Public Utility District consistent with 
the pattern that has been developed in marketing Central Valley 

roiect power to preference customers. 
r. Chairman, that concludes my opening statement. I and my 
staff are here to go into this problem in such detail as the committee 


desires. 
REPORT OF GENERAL ACCOUNTING OFFICE 


Mr. Moss. Before turning the examination over to Mr. Indritz, I 
was very much intrigued by your statement that— 

After reviewing Mr. Stevens’ report, the General Accounting Office advised the 
Department that it does not plan to continue the critical comments and recom- 


mendations in future audit reports to the Congress. Therefore, we believe that 
these criticisms have been satisfactorily disposed of. 


By what method was this information communicated to you? 

ir Dominy. We had a letter, Mr. Chairman, and these words we 
use were taken directly from the letter. 

Mr. Moss. Are you familiar, sir, with the practice of the General 
Accounting Office to indicate that they will not continue a criticism in 
each report, but that statement as a rule is not made with any prej- 
udice to their position that their comments were and remain valid? 

Did they indicate in their letter any retreat from their previous posi- 
tion as to the validity of their criticisms? 

Mr. Dominy. No, sir. They did not; nor have I ever known them 
toretreat from their position. 

Mr. Moss. I have. When they have made error, they have been 
very forthright in making that fact known to the Congress. 

This committee, as you undoubtedly know, under the Legislative 
Reorganization Act of 1946, enjoys perhaps the closest relationship 
with the General Accounting Office. They report directly to us. We 
review their reports. Part of our statutory duty is to follow those 
reports in an effort to determine whether or not the charges are, in fact, 
completely valid, and whether or not the agencies are making the 
necessary changes to overcome the critical comments of the Gen- 
eral Accounting Office. 

Now, so there will be no possibility of an incorrect inference being 
drawn on this point, I am going to communicate with Comptroller 
General Campbell and ask if he still regards as valid the comments 
he made, and if his only reason for indicating that he will not repeat 
them is the fact that they are already a part of his recommendations to 
the Congress and to the agency. 
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(Subsequently, the subcommittee received the following letter fron 
the Comptroller General :) 


COMPTROLLER GENERAL OF THE UNITED Stats, 
Washington, D.C., June 3, 1969, 
Hon. Joun EB. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems, Com. 
mittee on Government Operations, House of Representatives. 


Dear Mr. CHAIRMAN: Your letter dated May 10, 1960, requests our present 
views on certain comments and recommendations relating to power sale anq 
transmission contracts between the Bureau of Reclamation and the Pacifie Gas 
& Electric Co. (P.G. & E.) made in our audit reports on the Centra] Valley 
project, California. The comments and recommendations concerned contrag 
provisions or arrangements which in our opinion may not have been equitable 
to the Federal Government after giving recognition to the actual operating con. 
ditions in the Central Valley, Calif. These matters were referred to in testimony 
during hearings held by your subcommittee in Sacramento, Calif., on Mare) 
25-26, 1960. 

Audit reports issued by the General Accounting Office relating to reviews of 
power operations in the Central Valley, California, for the fiscal years ended June 
30, 1952, 1953, and 1954, were addressed to the Commissioner, Bureau of Reclama. 
tion, and reports for the fiscal years ended June 30, 1955, and 1956, were ad 
dressed to the Congress. The most recent audit report to the Congres 
(B-125045, dated December 11, 1957) covered the status of matters on these 


contracts which had not been completely or satisfactorily resolved at that time | 


During hearings on the joint development proposal for Trinity power facilities 
in January and February 1958 before the Subcommittee on Irrigation and Reel. 
mation of the House Committee on Interior and Insular Affairs, the comments 
in our reports were discussed and the Bureau of Reclamation’s statement of its 
position relative to these comments was inserted in the record (p. 231). After 
considering the testimony given during the hearings and the statement of the 
Bureau of Reclamation, the General Accounting Office on February 14, 1958 
provided the subcommittee with a statement on its audit reports on the Central 
Valley project and this statement was also included in the record (p. 364), 
In October 1958 the Bureau of Reclamation contracted with the firm of Jack 
D. Stevens, consulting engineer, to evaluate the services provided by both the 
Bureau and the company under the contracts for sale and transmission of power 
in effect between the Bureau of Reclamation and P.G. & E. at the Central Valley 
project, California, and to comment upon the reasonableness of such services in 
terms of benefits and compensation. On December 9, 1958, the Undersecretary 
of the Interior transmitted copies of Jack D. Stevens’ report dated November 28, 
1958, to the General Accounting Office and requested our observations and com- 
ments. In response to our request, supplemental information prepared by Jack 
D. Stevens was furnished us in March 1959. During fiscal year 1959, represent: 
atives of the General Accounting Office met with representatives of the Depart: 


ment of the Interior and the Pacific Gas & Electric Co. for the purpose of obtain- | 


ing additional data relating to the comments contained in our audit reports. 


After considering all pertinent information and factors involved with respect | 


to these contractual arrangements, we advised the Secretary of the Interior 
May 5, 1959, that “* * * unless future audits disclose new and significant matters 
relating to our previous findings on these contracts which require a restatement 
of the comments contained in our prior audit reports, we do not plan to con 
tinue our recommendations on such comments in our future audit reports to the 
Congress.” Our reasons for taking this position follow. 

Responsibility for negotiation and administration of the contracts with the 
Pacific Gas & Electric Co. is vested with the administrative agency. The legality 
of these contracts has not been questioned by the General Accounting Office. Our 
objective in reviewing and evaluating the agency’s power sales and transmissio 
contracts was primarily to disclose to the Congress, and to the agency for any 
action deemed necessary, provisions or arrangements which in our opinion may 
not have been equitable so far as the Federal Government was concerned, We 
believed that this objective has been accomplished. Our audit observations and 
comments have been considered by the Congress and by the agency. 

Certain of the matters commented upon in our audit reports have been re 
solved through changes in conditions or changes in contract terms. The pril- 
cipal matters on which changes have not been made relate to our observations i 
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nection with (1) project dependable capacity; (2) capacity available to 
oC & BE. in excess of that billed: (3) dependable capacity received by P.G. & B. 
resulting from the “ratchet” provision on demand of preference customers ; and 
4) adjustment for losses in power transmission. Our basic position with respect 
high matters has not changed. We recognize, however, that the P.G. & E. 
contracts are “package” arrangements and that all of the contract provisions 

st be considered together to arrive at an overall evaluation of the contracts. 
Moreover with respect to item (4), Mr. Robert H. Gerdes, executive vice presi- 
dent of Pacific Gas & Electric Co., in a letter dated April 22, 1959, to the Depart- 
ment expressed the company’s willingness to agree toa provision in its contracts 
allowing the Bureau of Reclamation at its option to discontinue the intercon- 
nection at Cottonwood at any time it may desire to do so. Such a provision is 
contained in the amendatory sales contract executed in September 1959. ; 

The contracts in question, with certain changes were extended for 10 years in 
September 1959 and cannot be amended unilaterally. Under the above circum- 
stances, we are of the opinion that unless new and significant information is 
developed during future audits, no useful purpose would be served by repeating 
our recommendations upon the four matters referred to above in our future audit 
reports to the Congress. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Invrrrz. Mr. Dominy, some of the questions I will ask may per- 
haps be of a kind that you would want to refer to your associates; 
lease feel free to do so. 
Mr. Dominy. Thank you. 


CENTRAL VALLEY PROJECT POWER CUSTOMERS 


Mr. Invrrrz. In response to the chairman’s requests, Regional Di- 
rector Dugan, on March 22, transmitted to the chairman a table with 
data concerning customers of the Central Valley project power system 
for the callendar year 1959. 

Would you open your papers to that table, please ? 

(The table referred to is as follows:) 
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Mr. Inprrrz. What was the total amount of kilowatt-hours gg 
livered by the Bureau to the Pacific Gas & Electric Co. during 1959? 

Mr. Duean. That was 564,936,917 kilowatt-hours during the calep. 
dar year 1959. 

Mr. Inprirz. How much of that was dependable power ? 

Mr. Duean. Well, we do not have a specific breakdown on that, Mr 
Indritz, but the major part of this was firm power. 

Mr. Inprirz. The major part was firm power ? 

Mr. Duean. The major part; yes. 

Mr. INprirz. Could you supply for the record the breakdown be. 
tween the amount of dependable power and the amount of nondepend- 
able power that was sold to P.G, & E. during 1959? 

Mr. Ducan. Yes, sir; we would be very happy to. 

(The Bureau of Reclamation subsequently supplied the following 
data :) 


DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, REGION 2 


Central Valley project—Sales to Pacific Gas & Electric Co. 
—__— ee 








Firm Nonfirm Total kilo. 
SS 
3 sold to 
1959 Capacity, | Energy, kilo-} Capacity, | Energy, kilo-| P.G. & E, 
kilowatts watt-hours kilowatts watt-hours 
(1) (2) (3) (4) (5) 

oe Sockte ose cuniain seas 102, 186 16, 349, 760 91, 277 67, 931, 994 84, 281 754 
ES ae 101, 236 14, 175, 040 95,000 | 106, 995, 496 121, 168, 536 
Miro eos nGethdausniia 101, 236 0 95, 000 0 0 
eis Sa Se cia nee cain 101, 236 0 75, 374 0 0 
| US aaa 101, 236 14, 173, 040 75, 374 16, 011, 787 30, 184, 827 
ae 72, 834 14, 566, 800 75, 374 43, 569, 553 58, 136, 358 
IE irrdcccsiebcowankeowancammes 69, 169 32, 508, 960 0 | 104, 824, 775 137, 333, 735 
NI cctvch csccahbelssb hscLateihanessaoheacsoon estan 59, 814 32, 897, 700 0 96, 596, 536 129, 404, 236 
DI icici watidincesne actrees 59, 814 4, 337, 476 0 0 4, 337, 476 
ies Seninince iano 59, 814 0 0 0 0 
| 7S 59, 814 0 0 0 0 
ig xd Ch ridenobwnnnccees 59, 814 0 0 0 0 
eich ii alsin wecew states Nila eae eagic TE OE UFO deSdesenenacacd 435, 930, 141 564, 936,917 











Mr. Inpritz. Could you indicate the estimated kilowatts of depend- 
able power that will be delivered to Pacific Gas & Electric during the 
respective years 1960, 1961, 1962, 1963, and 1964? 

Mr. Duean. Well, we have on this tabulation that was submitted 
tc the committee the estimated peak kilowatt demand in each year 
and the amounts that would go to the Pacific Gas & Electric Oo, 
They are as follows: 


Dependable power kilowatts 


icant Oagep carotene Seniann teppei eee 59, 585 
I hiicinsaascinnscsnbniannieancreemnanenanenensnntalinieincaliieniaieiiietbiininiaipeigwindsnethicsetideciaalgemianae 57, 421 
Be aiiehicirtirenciesilarsisctarvetaemnansitngetinecesaniepehcbienndiinetltip alien al teijiiihvatpiilivenjaeiiplaaiaainn 53, 
INA sintnsiaintnasicsatrtainninesiainccensincieiiisinlatin:tpiomnianetoucltaliteaentpnigennasipistniilaptinag an 48, 
i eS Oe De ee ee ee 39, 775 


Now these estimates are strictly on the basis of trend lines, straight 
projections, and, of course, are subject to the changes in load growth 
that are unforeseen for the preference customers that we are now 
serving. 
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COST OF WHEELING 


Mr. Invritz. Would you indicate the cost incurred by the Bureau 
in wheeling to preference customers during the calendar year of 1959, 
including both the 1-mill wheeling charge and the dollar value of the 
energy and power furnished as transmission losses. 

Mr. Duean. The cost in dollars incurred by the Bureau in wheel- 
ing of power in calendar year 1959 was $446,876.54; and the dollar 
value of kilowatt-hours furnished the wheeling agency to cover 
transmission losses on its lines was $114,298.32. 

Mr. Inprrrz. That makes a total of how much ? 

Mr. Ducan. Well, I have not added it. My arithmetic shows that 
it is $561,174.86. 


MAXIMUM INTEGRATED SIMULTANEOUS DEMAND 


Mr. Inpritz. Accompanying the Bureau’s letter of February 15, 
1960, to Chairman William L. Dawson were certain tables concern- 
ing the maximum integrated simultaneous demand of the combiried 
preference customers. Would you open your papers to those figures? 

Mr. Ducan. Yes, sir. 

Mr. Inperrz. I direct your attention to table 1-A of the papers sup- 
plied by the Bureau, entitled “Maximum Integrated Simultaneous 
Demand of Combined Preference Customers—Central Valley Proj- 
ect.” Does that table cover that demand for the months beginning 
January 1957 through December 1959 ? 

Mr. Ducan. It does. 

Mr. Inprrrz. I direct your attention to table 1-B, submitted by the 
Bureau, entitled “Estimated Maximum Integrated Simultaneous De- 
mand of Combined Preference Customers—Central Valley Project.” 
Does that table cover the estimates for the months beginning January 
1960 through December 1964 ? 

Mr. Dugan. Yes, sir. 

(Tables 1-A and 1-B are as follows:) 


Taste 1A.'—Mazimum integrated simultaneous demand of combined preference 
customers—Central Valley project, January 1957 through December 1959 


























1957 1958 1959 

Date Time Kilowatts Date Time Kilowatts Date Time Kilowatts 

at Tracy at Tracy at Tracy 
Jan. 18 | 6:30 p.m._ 286,667 | Jan. 6 | 6:00 p.m._- 312,850 | Jan. 65 | 11:09 a.m.. 329, 650 
Feb. 7 | 6:30 p.m. 285,177 | Feb. 18 | 11:00 a.m. 306,654 | Feb. 9 | 11:30 a.m... 348, 764 
Mar. 4 | 6:30 p.m. 275, 598 | Mar. 20 | 11:00 a.m.. 303, 207 | Mar. 23 | 11:3) a.m... 317, 052 
Apr. 29 | 2:00 p.m.. 269,618 | Apr. 2 | 10:30 a.m.. 308, 502 | Apr. 20 | 8:00 p.m... 324, 585 
ay 27 | 3:00 p.m... 277, 738 | May 19 | 3:00 p.m... 302,790 | May 11 | 11:09 a.m.. 327, 539 
June 24 | 1:30 p.m._ 314, 705 | June 16 | 2:00 p.m... 324, 222 | June 23 | 11:3) a.m.. 377, 166 
July 17 | 2:00 p.m.. 310,912 | July 11 | 2:30 p.m... 336, 602 | July 28 | 3:00 p.m... 380, 832 
Aug. 2 2:00 p.m... 318, 842 | Aug. 18 | 3:30 p.m._- 347,814 Aug. 7 | 2:30 p.m... 390, 186 
Sept. 6 | 3:00 p.m.. 304, 953 | Sept. 8 | 2:30 p.m._- 339,015 | Sept. 11 | 8:30 p.m._- 340, 812 
Oct. 23 | 11:00 a.m.. 289,776 | Oct. 2 | 7:00 p.m.-- 335, 244 | Oct. 14 | 6:30 p.m._- 357, 659 
Nov. 13 | 6:00 p.m 296,493 | Nov. 17 | 6:00 p.m._- 329, 801 | Nov. 16 | 6:00 p.m._- 359, 249 
Dee. 12 | 6:00 p.m 313,278 | Dec. 8 | 6:00 p.m.-_- 329,094 | Dec. 23 | 6:00 p.m._- 373, 951 





1 Requested in par 1(a) of letter dated Jan. 26, 1960 from Committee on Government Operations. 
Source; Billing data I. & P. Feb. 3, 1960. 
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TaB_e 1B.\—Estimated maximum integrated simultaneous demand of ¢ 


ombi 
preference customers, Central Valley project, January 1960 through December 
1964 


Oe 


Kilowatt delivery at Tracy 





1964 

ey 
January 379, 220 380, 229 384, 220 392, 000 396, 200 
February 374, 705 376, 108 380, 158 386, 018 389,07 
March... 362, 551 371, 980 372, 160 377, 915 378 Son 
BOE. oun 363, 846 373, 611 369, 225 375, 225 330, 700 
| Be Bs eR es 367, 980 375, 118 373, 448 380, 314 391, 649 
as. 5 iki gdcdddaed oooh band 375, 225 381, 240 382, 500 385, 629 399, 105 
eM dil e., ab hidehibhhchbiabs 380, 400 386, 844 388, 311 390, 408 402, 508 
Md en oda cactus 390, 415 392, 579 396, 209 401, 201 410, 295 
0 eee 351, 625 377, 210 385, 360 386, 400 389. oR 
NEE. Cc ln drainonsawne aes 359, 71 378, 546 385, 990 387, 105 397, 603 
November.......---------------- 362, 888 366, 190 387, 218 390, 103 397; 999 
DINE . nc ccnddnhabutiacined 379, 291 382, 695 391, 271 393, 617 401, 555 


1 Requested in par. 1(b) of letter dated Jan. 26, 1960, from Committee on Government Operations: 
Source: Data based on annual customer estimates I. & P. Feb. 3, 1960. 


Mr. Inprrrz. Would you indicate the highest of the maximum inte. 
grated simultaneous demand figures for each of those 8 years? 

Mr. Dugan. In 1957, the maximum simultaneous demand occurred 
in August, and was 318, 842 kilowatts; in 1958, the simultaneous de- 
mand in August was 347,814 kilowatts; and in 1959, in August, it was 
390,186 kilowatts. These simultaneous demands are recorded simul- 
taneous demands. 

Future simultaneous demands are based strictly on trend lines 
which, of course, cannot be entirely reliable due to the possibility of 
changes in customer load patterns. For 1960, the estimated maximum 
simultaneous demand will occur in August, and i is 390,415 kilowatts; 
in 1961, 392,579 kilowatts; 1962, 396, 209 kilowatts; in 1963, 401,201 
kilowatts; and in 1964, 410 3225 kilowatts. 

Mr. Invrrrz. I direct your attention to the chart designated as table 
1(C)-a and also as attachment 3, which is entitled “Maximum Inte- 
grated Simultaneous Demands—Preference Customers—Central Val- 
ley Project—1957, 1958, 1959,” and the chart designated as table 
1(C)-b and also as attachment "4, with the title, “Estimated Maximum 
Integrated Simultaneous Demands—Preference Customers—Central 
Valley Project, 1960-64.” Both of these charts were furnished to the 
committee on February 15, 1960 by the Bureau from its records. 
Do these charts indicate the existence of a block of power between 
the lines of the maximum simultaneous integrated demands shown on 
those charts, and the figure of 450,000 kilowatts, which is the firm 
power figure for the Central Valley project ? 

Mr. Duean. Yes, sir, it does. 

(The charts are as follows :) 





TABLE 1(C)-—A 
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Mr. Moss. Before we move on, you indicated the question of error 
in the projection of these figures. What has the Bureau’s experience 
been as to the error factor in projections of the past, if you know? 

Mr. Domrny. Mr. Baker, can you give him an estimate of that? 

Mr. Moss. If you are not prepared, would you supply the committee 
with that information? — 

Mr. Dominy. We will have to supply it for the record, Mr. 

hairman. 

. Mr. Moss. Thank you. 
(The Bureau subsequently supplied the following information :) 


DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, REGION 2 


Central Valley project—Customer load estimates versus actual maximum 
demands experienced 


(Fiseal years] 
























1958 | 1959 | 1960 
| 
Cus- Actual Cus- | Actual Cus- Actual 
tomer maxi- tomer makxi- tomer maxi- 
esti- mum esti- mum esti- mum 
| mated | demand | mated | demand | mated | demand 
de- experi- de- experi- de- experi- 
mand— | enced— | mand— | enced— | mand— | enced— 
kilo- kilo- kilo- kilo- kilo- kilo- 
} Watts watts watts watts watts watts! 
(1) (2) | (3) (4) (5) (6) 
al eeepc ilps eddie sealants leaned 
penne ......5.- ~~ --- 45... 50, 000 50, 000 50, 000 50, 000 50, 000 50, 000 
Deen eeres base. ........-.....-.---- 1,000 880 1, 500 1, 730 9, 760 5, 280 
a cinnendseaduacuakaneee 4, 500 3, 750 4, 500 3, 960 4, 500 3, 900 
Camp Parks ((prov.).-------------------- 4, 150 2, 040 250 900 2 210 
ae wanatconnnccossecseses 70 7 70 90 60 40 
Oastle Air Force Base (4 kilovolts)_...---- 1, 500 1, 660 1, 500 1, 680 1, 500 1, 320 
Castle Air Force Base (12 kilovolts)-.....- 2, 600 2, 250 2, 480 2, 580 3, 050 2, 880 
Deuel Vocational Institution...........-.- 1, 300 1, 260 1, 300 1, 240 1, 600 1, 320 
IR on didnt) anid omaenqece-car 2, 100 1, 600 1, 750 1, 720 1, 900 1, 900 
Glenn Colusa Irrigation District.........- 2, 800 2, 220 2, 950 2, 900 3, 000 2, 600 
Mare Island Naval Shipyard. -_.........-- 24, 000 21, 000 25, 000 21, 400 25, 000 20, 200 
Mather Air Force Base........--...-.--.-- 4, 500 4, 200 5, 500 5, 100 6, 500 5, 100 
NAS—Moffett Field.....................- 2, 800 3, 040 2, 900 2, 940 3, 025 4, 208 
eh Ln doa esedanencdageam> 4, 500 2, 910 3, 500 3, 660 4, 300 3, 090 
Plumas Sierra REA Co-op. -_-.------------ 2, 600 2,070 2, 380 2, 340 2, 540 2, 360 
Provident Irrigation District.............- 500 444 500 693 700 345 
Reclamation District 2035 (main power- 

EE cn nckuhsdenccdonnees scene 800 783 800 789 825 834 
Reclamation District 2035 (booster power- 

i eidedcehcasdnncsaccnedene 680 732 680 705 680 522 
Rin cock anctsacdoenancccce 5, 200 4, 950 6, 200 5, 400 6, 000 6, 360 
Sharpe General Depot, Lathrop-__-_------- 1, 100 1, 630 1, 750 1, 660 1, 800 1, 980 
Sharpe General Depot, Tracy---- baz 700 1, 270 1, 500 1, 600 1, 625 2, 230 
Travis Air Force Base. .--.-..--- "i 5, 700 5, 370 6, 550 6, 480 6, 810 7, 200 
eg Construction Headquart 1, 250 1, 290 1, 250 1, 590 1, 250 1, 470 
West Side Irrigation District__.._._- 2, 000 1, 650 2, 000 1, 640 2, 000 1, 610 
Naval Ammunition Depot, Concord 1, 050 847 1, 450 898 1, 740 1, 244 
Sacramento M.U.D__............-.-- 245,000 | 228,784 | 270,000 | 275,394 | 290,000 285, 990 
Shasta Dam Area P.U.D_..........--__-- | 1, 200 1, 356 2, 500 1, 794 2, 500 2, 260 

ecient iinet isin el shied ida seats 
Total, nonsimultaneous demands. ..| 373, 600 | 348,056 | 400, 760 | 400, 883 | 432, 915 416, 453 





1 Column 6 represents the actual maximum demand experienced in the 9 months of 1960. 


UNUSED FIRM POWER SOLD TO P.G. & E. 





Mr. Inperrz. In the course of the testimony yesterday, the commit- 

| tee heard from a number of witnesses who stated that upon inquiry to 

| the Bureau they were informed by the Bureau that no firm power 

is available to them. How do you reconcile that statement with the 
59220—60-——11 
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fact that a considerable block of firm power is unused by preference 
customers ? 

Mr. Dominy. Mr. Indritz, our allocations, of course, are based on 
the complete utilization of the 450,000 kilowatt capacity. Now, the 
Bureau has been in this business of marketing power and water since 
1902, and we have learned that any time a customer gets power or 
water, even though we provide it on a temporary basis, with a com. 
owe understanding at the time that it will have to be withdrawn 

cause of previous commitments, that it is very difficult to withdraw 
and stop service once undertaken. We have been very reluctant, 
frankly, in the past to deal with other than those customers that we 
have made the firm power allotments to for that reason. 

Now, as I have indicated, I am not sure that we have been follow- 
ing the right course. Perhaps we have been operating too much asa 
utility here in the marketing of this power, when actually we are not 
a utility. The Pacific Gas & Electric Co. is the utility that has the 
obligation to serve in this area, and they have the capacity to serve, 
and they are in a position to expand at will as the load growth in- 
creases. We are not a utility. We have no franchise to operate as a 
utility in California, nor do we have any such instructions or author- 
ity from the Federal Government, and perhaps we should have spread 
the frosting on the cake more thinly and distributed it more widely 
without holding in reserve the capacities to meet the load growth for 
the customers that. we had undertaken to serve. But we did follow that 
process, and right or wrong, that is the reason we have this unused 
* power, because we have held to the commitments to serve the prefer- 
ence customers we had already undertaken to serve. 

Mr. Inprirz. What happens to the firm power not used by the pref- 
erence customers ? 

Mr. Dominy. It goes into the P.G. & E. system and it is paid for at 
the firm power rates and is used by P.G. & E. to serve their customers, 

Mr. Inprtrz. Is there any law which grants to public agencies, to 
cooperatives formed under the Rural Electrification Act, nadia States, 
a preference to the purchase of power from the Central Valley system! 

Mr. Dominy. Yes, indeed. 


Mr. Inpritz. How do you reconcile, in the face of the statute, the | 


selling of firm power to P.G. & E. while preference customers are 
requesting such power ? 

Mr. Dominy. As I have said, we have reconciled it on the basis we 
had accepted certain customers and had permitted allocations as al- 
lotments to them beyond their immediate needs and had, in effect, 
guaranteed to handle some of their future growths. 


PROJECTIONS OF FUTURE GROWTH 


Mr. Inprirz. How far in the future do you project that future 
growth? 

Mr. Domrny. In the 1958 allocations, we only projected for a 3-year 

eriod. 
" Mr. Inprrrz. Will you take a look at the chart which we previously 
referred to, entitled “Data Concerning Customers of Central Valley 
Project Power System—Calendar Year 1959,” furnished by the Bu- 
reau to the committee on March 22? 
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What is the amount of power allocated to the Naval Supply Annex, 
rca. 3,400 kilowatts, as I read across. eet CE 

Mr. Invritz. Would you recheck your figure and see if it might 
be6,000 kilowatts? = 

Mr. Duean. Yes, it is. I have difficulty reading across horizontal 
Te Inpritz. Is the amount allocated to the Naval Supply Annex, 
Stockton, 6,000 kilowatts ? 

Mr, Duean. Yes, sir. 

Mr. Inprrvz. Could you tell us whether the chart shows that that 
agency will reach 6,000 kilowatts by the end of 1964? 

Mr. Duean. No, sir, it does not. 

Mr. Inperrz. When was the allocation of power made? 

Mr. Duean. It was made October 10, 1958. 

Mr. Inprtrz. What is the interval of time between October 1958, 
and the end of 1964 ? 

Mr. Dugan. It is about 6 years. 

Mr. Invertrz. Is that more than 3 years? 

Mr. Duean. Yes, sir. 

Mr. Dominy. Incidentally, Mr. Indritz, let me point out to the 
committee that in making the 1958 allocations, we made them strictly 
on the basis of the forecasts given to us of the load growths supplied 
by the preference customers themselves, and certainly that can be 
reanalyzed. 

USE OF POWER IN EXCESS OF ALLOTMENT 


Mr. Inpritz. In your statement, you indicated that existing cus- 
tomers are permitted to draw in excess of their contract rate during 
the time that negotiations are in progress for the execution of con- 
tracts with all the customers to include their new allocations. Where 
does that excess power come from ? 


Mr. Dominy. Well, the excess power is still within the 450,000 
kilowatts. 


Mr. Inpritz. Does that come from the firm power allocated to other 
customers that is unused ¢ 
Mr. Dominy. Yes. 


Mr. Inprrrz. Now if you permit customers to draw in excess of their 
contract rate from the unused firm power of other customers, so long 
as the maximum integrated simultaneous demand doesn’t reach the 
450,000 kilowatts, why can’t other customers be allowed to purchase 
wused firm power on a similar kind of temporary or withdrawal 
basis ? 

Mr. Dominy. I think it can be. As I pointed out in my statement, 
there is no contractual right to this overrun, but we have permitted it, 
and the company has agreed to it as long as we are within the 450,000,- 
kilowatt limitation. 


Mr. Inprrrz. Do public agencies have a statutory right to preference 
tothat power ? 


Mr. Dominy. As preference agencies, they have a statutory right to 
the power, certainly. 
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Mr. Invrrrz. Is that statutory requirement included in your ¢op. 


tracts, which are contracts made by the Federal Government? Ba 
Mr. Domrny. Surely. exe 

_ Mr. Invrrrz. If a block of power is available, in the sense that jt ae 
is unused by other customers having preference, should it be made " 
available to public agencies which desire that power and have indj. : 
«cated that they would be willing to take it on a withdrawable basis? J 
‘Or should it be turned over to a private utility to be sold back to the — 
same preference customers ? " 
Mr. Dominy. As I have indicated, we are certainly prepared to but 
explore the temporary contracting for this power now unused under 2 
our present allotments. I have also indicated that in pursuing that we 
there will certainly have to be a definite provision to permit service _ 
to that customer to be withdrawn if and when it becomes necessary on 
for us to terminate any such temporary arrangement. , po 
HANDLING EMERGENCIES ON INTEGRATED CVP AND P.G, & E. POWER SYSTEMS = 
Mr. Inprirz. Is the Central Valley system integrated with the bee 
Pacific Gas & Electric system ? M 
Mr. Dominy. Indeed it is, completely integrated. the ] 
Mr. Inprrrz. Could power from one source go over the lines of the M 
other, or power from the other, go over lines of the first ? M 
Mr. Dominy. That is exactly the way it operates. publ 
Mr. Inprrrz. If that is so, is there any likelihood, in the case of the « 
preference customers exceeding the contract amount, and the maximum used 
simultaneous integrated demand is also temporarily exceeded so as to bilit 
produce any kind of emergency, is there any likelihood that power integ 
couldn’t flow from Pacific Gas & Electric temporarily to take care of woul 
that emergency ? arral 
Mr. Domrny. Well, of course, that all depends on the total capacity | — 9°2¢. 

in the system and the advance warning that the overdraft would be Bure 
made, so that additional units could be on the line to take care of | PG. 
the load. ; men 
Mr. Invrrrz. I am talking about emergency conditions. Is it likely | Mr 
that such emergency would arise as to threaten the health, safety, and | — 
Ww 


welfare of the community ? 
Mr. Domrny. It certainly could arise. | Bestar 
Mr. Invrirz. Because of an overload of a particular line? | to ass 
Mr. Domrny. It certainly could in a system as large as this one} Server 
The Pacific Gas & Electric Co. by April of 1960 will have a total in|  V@rr" 
stalled capacity of over 514 million kilowatts. We have now a total 
installed capacity of 629,500 kilowatts, and, with Trinity, we wil bound 


reach up to a little over a million kilowatts. Now, of course, that isa and tl 
big system, but in marketing power, you have got to be putting iti the pi 
at one end of the line, if you are going to be taking it out of the other other 
aad ence a 

Mr. Inprrrz. You spoke in terms of an emergency endangering th}  sency 
health and welfare of the community. Is there any legal obstacle, ene 
any engineering obstacle, to prevent the Pacific Gas & Electric Co | owl 


and the Bureau from working out the necessary contractual and book be ob 
keeping arrangements whereby P.G. & E.’s supplementary pow! en t 
could be wheeled to a direct service customer over the lines of th de an 


i 





t it 
\di- 


sis! 


the 


der 
hat, 
vice 
sary 


"EMS 


the 
E the 


se of 
mum 
as to 
ower 
re of 


yacity 
ld be 
ire of | 


likely 
y, and | 
iS one | 
tal in- 
a, total 
ve will 
hat isa 
ig itm 
e other 


‘ing the 
‘acle, ot 
tric Co 
1d book: 
r now 
3 of the 


| 


SALE AND TRANSMISSION OF POWER 158 


Bureau and paid for at P.G. & E. rates, if the customer temporarily 
exceeds the amount of power available to the Bureau; or such power 
being delivered to customers that receive power by wheeling, to take 
care of such emergency ? 

Mr. Dominy. There is no barrier to such an arrangement. 

Mr. Invrrrz. Has the Bureau ever considered working out that 
kindofarrangement! Bre 

Mr. Dominy. Well, it is not the Bureau’s responsibility, of course, 
but we have certainly taken the first step required, in the amendments 
to our contract with the Pacific Gas & Electric Co.; the agreement of 
the company that they are willing to so serve if the customer is will- 
ing to contract for it; but it would be up to the customer to make the 
contractual arrangement with the Pacific Gas & Electric Co. for any 
power beyond that which we are prepared to deliver from Bureau 
sources. Now that is just the wheeling customer. For anybody 
taking direct service, we have no such protection for them, in our con- 
tract with P.G. & E., and it would be up to them to work out their 
own arrangement, either with P.G. & E. or any other source. 

Mr. Inprirz. Does the Bureau have an obligation to comply with 
the laws providing statutory preference to public agencies ? 

Mr. Dominy. Well, certainly. 

Mr. Inprirz. Having such obligation, and knowing that there are 
public agencies which desire to utilize the unused firm power—and 
the only reason that I have heard given thus far as to why that un- 
used power is sent to the nonpreference agencies is to avoid a possi- 
bility that an emergency may arise when the maximum simultaneous 
integrated demand of the system may be temporarily exceeded— 
wouldn’t it be the Bureau’s obligation to explore the possibility of 
arrangements with the Pacific Gas & Electric Co. whereby such emer- 
gency-type power could be supplied to the system over the lines of the 
Bureau or through wheeling, with that extra power paid for at 
P.G. & E. rates? In other words, an obligation to try to avoid such 
anemergency arising ? 

Mr. Dominy. Are you suggesting, Mr. Indritz, that the Bureau 
should arrange to purchase power from P.G. & E. above the 450,000 
kilowatts, if necessary, in order to protect customers, or are you sug- 
gesting we should go further in our arrangements with P.G. & E. 
to assure that they will take on the load with any of the customers 
served by wheeling if such customer should overrun or threaten to 
overrun their allotment ? 

Mr. Inprrrz. I am asking the question as to whether the Bureau is 
bound by a statute which provides for preference to public agencies, 
and the only reason given by the Bureau for withholding power from 
the preference agencies that desire it, when the power is unused by 
other preference customers, and sending that power to a nonprefer- 
ence agency—the only reason given is that there might be an emer- 
gency when the maximum simultaneous integrated demand may tem- 
porarily go over the 450,000 kilowatts. I am asking what obstacles 
there are to working out the necessary bookkeeping arrangement 
whereby the power needed to supply such emergency conditions could 
be obtained from P.G. & E. and the customer, who exceeds his con- 
tract allocation at a time when the maximum simultaneous integrated 
demand exceeds 450,000 kilowatts, would pay for such excess power 
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at P.G. & E. rates, not at Bureau rates, and thus that the Bureay 
would not subsidize that excess amount of power. 

Mr. Dominy. I understand your question, and, as I said, that jg 
exactly what we are attempting to do in our present contractual ap. 
rangements with P.G. & E.; that is, to assure that the customer does 
have added power available, if he wants to work out with P.G. g R 
an arrangement to avail themselves of it. 

Mr. Inprirz. Is that arrangement set forth in the clauses 12(a) 
and 12(d) of the wheeling nal sales contracts to which you referred 
previously ? 

Mr. Dugan. Yes; it is, Mr. Indritz. Of course, in the negotiatin 
for that type of arrangement, we had in mind making some wheeli 
arrangement possible to cover these preferential customers in the 
event that they would run over the 450,000. Now, of course, we 
left up to those wheeling customers the responsibility to make ar. 
rangements. You suggest now, instead, going through that negotia. 
tion ourselves with the Pacific Gas & Electric Co ¢ 


CONTRACT PROVISIONS FOR AUXILIARY SERVICE 


Mr. Inpritz. Do those two clauses 12(a) and 12(d) in the trans. 
mission and sales contracts, respectively, deal with the obtaining of 
auxiliary service when the maximum simultaneous integrated demand 
is exceeded or merely when the contract allotment of the individual 
customer is exceeded ? 

Mr. Dominy. Well, it would be the maximum simultaneous de- 
mand, because we have already an understanding with the company 
that we can exceed individual allotments to individual preference cus- 
tomers as long as we are not reaching beyond the 450,000 kilowatts, 

Mr. Inprirz. Does that say so in the contracts? 

Mr. Duean. Not directly. 

Mr. Inpritz. How does it say so indirectly ? 

Mr. Duean. That is our interpretation, Mr. Indritz, that it does 
permit support of the customers in the event they should go over their 
contract rate of delivery, and assuming also that that support is needed. 
Assuming that all of these allocations total 450,000 kilowatts for all 

reference users we are obligated by contract to deliver this maximum. 

e have told them that we would need assurances that if the load 
grows beyond our ability to serve, they would have to have some 
arrangements to cover such growth at the time they reached the maxi- 
mum that we can serve. 

Mr. Moss. Well, there is a great difference between “beyond your 
ability to serve” and “beyond the maximum allocation to the customer.” 
It has been very clearly demonstrated by your own figures that you 
have at the moment a capacity beyond the maximum simultaneous 
demand of all the customers. 

Mr. Dominy. Beyond the simultaneous demand; that is correct. 

Mr. Moss. But you are now going to require a standby based on your 
ability to serve on or the maximum allocation to each customer! 

Mr. Dominy. We have indicated in correspondence with the pref- 
erence users under our allotments of the 450,000 kilowatts that since 
we are allotting the full amount of our ability to serve, and since under 
these contracts we would be reaching ultimately this maximum, we 
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would want from them definite assurance that they understood that 
we can’t go beyond that; that we are not in the utility business; that 
they couldn’t look for us 

Mr. Moss. Aren’t you bound by the terms of your contracts; and if 

ou own a contract for X number of kilowatts, that is all you are 
benntd to serve / 

Mr. Dominy. That is very true. 

Mr. Moss. Then, not having a utility responsibility, why do you take 
the additional step and require them to assure you that they will have 
a standby setup # : 

Mr. Domrny. I want to make very clear that the United States is 
under no liability if at any time they reach the full utilization of the 
power that we are able to deliver, and they have not made arrange- 
ments, and some untoward event should take place—I certainly don’t 
want the Bureau of Reclamation and the U.S. Government held re- 
sponsible. For that reason, I am going to insist that by contractual 
arrangement this is clearly set forth, and it is made a matter of clear 
oh so that if they should fail to make other arrangements, either 
provide their own steam generation or diesel plant generation, or con- 
tract with P.G. & E. or otherwise, that there is a clear record that we 
are not responsible. 

Mr. Moss. All right, sir. Would you tell me where is the statute 
that even infers you have that responsibility ? 

Mr. Domrny. As I say, we have been in this business for a long 
time—— 

Mr. Moss. I don’t care about that. You are bound by statute, not 
by being in businessa long time. Your duties are specifically assigned 
to you, and I have not found one statute remotely inferring such a re- 
sponsibility. Have you? 

Mr. Dominy. I think, Mr. Chairman, that you agree that any 
Bureau Chief is expected to operate prudently and with good judg- 
ment in protecting the Government in the sphere of operation for 
which he is responsible. 

Mr. Moss. You are protecting the Government by the terms of your 
contract, and your contract says, “We will deliver you X number of 
kilowatts, period.” And that is your responsibility, and at that point 
the Government is fully protected. Now, you are going on and assert- 
ing that which you do not have, the utility responsibility of saying, 
“You must assure us.” I think perhaps the function of our State 
public utilities commission is being assumed here at this point. You 
are telling these people, public agencies, that “You have to assure us 
you are going to be responsible to the people who created you.” 

Mr. Domrny. I am going to make it plain, sir, that the record is 
clear that they are not to look to us for any power beyond that which 
we are contracted to deliver. 

Mr. Moss. But you are going beyond that, sir. 

Mr. Dominy. Well, we have not made a firm decision that they are 
going to actually have to have contractual arrangements. I am saying 
that in our contract with them I want to make it abundantly clear as 
to the limit of our responsibility. Now, in our Missouri Basin con- 
tracts, we have done this in every instance. 

Mr. Moss. The statement is in the contract ? 














156 SALE AND TRANSMISSION OF POWER 


Mr. Domrny. And by letter exchange, where the customer gives yg 
the assurance of their proposal as to how to get the power beyond that 
which we can supply. 

Mr. Moss. Would you agree with me that a reasonable man would 
infer from your present and previous communications to these agencies 
that they are expected to actually have a standby agreement as a cop. 
dition to your allocating them additional power 4 

Mr. Domrny. Yes; | think that could definitely be the interpreta. 
tion of the letter which went into the record yesterday, and as I have 
explained, I have discussed it with my staff. We have not intended 
to go to the extreme of demanding actual contracts for auxiliary sery- 
ice, but we certainly do want to have the record clear in our contractual 
arrangements and exchange of communications on the record that the 
limitation we have is fixed and that we are not a utility and they wil] 
not look to us to expand in order to meet their increasing load growth, 

Mr. Moss. Well, I am pleased to learn the inference I had drawn 
from the correspondence I reviewed was not the inference intended 
by the Bureau. 

Mr. Inprirz. Mr. Dominy, in response to the chairman’s request 
I believe I heard you say that you had informed the customers that 
they must supply or have an assurance of supplementary power when 
the capacity of the system is exceeded, as when the maximum simul- 
taneous demand gets beyond the 450,000 kilowatts. How was the in- 
formation conveyed, by letter or orally ? 

Mr. Dominy. Mr. Dugan has written letters to some of the customers, 

Mr. Inprirz. Would you supply copies of any letter or letters in 
which a customer has been told that he must have supplementary 
power when the maximum simultaneous integrated demand exceeded 
450,000 kilowatts ? 

We have seen letters, and the witnesses yesterday testified that they 
have been informed, that they must have the supplementary power 
assurance when they exceed their contract allotment. We would 
like to have copies of any letters in which they were told that they 
must provide the assurance of supplementary service only when the 
maximum simultaneous integrated demand exceeds 450,000 kilowatts. 

Mr. Domriny. I didn’t mean to mislead you. The letters were 
written and so described that since we were alloting our total capacity, 
it would now be necessary on each individual case 

Mr. Inprrrz. Is there in existence any letter of the kind I described 
as having the thought you referred to? 

Mr. Dominy. Well, let me read it. The second sentence of the letter 
refers to this district’s allocation of 4,000 kilowatts but the sentence 
says, “This requirement for inclusion in all new contracts or amend- 
ments is necessary because all of the project dependable capacity, 
450,000 kilowatts has been allocated to preference agencies.” 

Mr. Invrrirz. Does it say that all of the Central Valley project firm 
capacity will have been used by preference agencies ? 

Mr. Dominy. No,sir. It says it has been allocated. 

Mr. Inprrrz. Is it possible that 450,000 kilowatts might be allo- 
cated and, let’s say, only 390,000 kilowatts be used on a maximum 
simultaneous integrated basis ? 

_ Mr. Domrny. It is not only possible, but that is expected to happen 
in 1960. 
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Mr. Inpritz. And if that is so, is it possible there might be some 
60,000 kilowatts of unused firm power ? 

Mr. Dominy. Unused by preference customers, yes. 

Mr. Inprrrz. Unused by preference customers. 

Mr. Domrny. It goes into the integrated system and we are finan- 
cially protected by the full value of it ona firm basis. 

Mr. Invrrrz. Is the public agency’s right to that unused firm power 
protected ? 

Mr. Dominy. Only protected through allotments to the preference 

oup that we have agreed to serve within the capacity. 

Mr. Inpritz. Let us suppose a customer who has an allotment of, 
let’s say, 4,000 kilowatts and exceeds that 4,000, let’s say, by 1,000 
kilowatts, while there is in existence 60,000 kilowatts of firm power 
that is unused by the other customers. Would that customer have to 
get his extra 1,000 kilowatts from the P. G. & E. if those supple- 
mentary contracts were made? 

Mr. Domrny. No, sir. We have advised the committee here this 
morning that we have already overrun in a number of instances, and 
it is the practice as long as we are within the 450,000 to permit the 
overrunning at the Central Valley rate to the preference customer. 


INTERPRETATION OF BUREAU CONTRACT WITH P.G. & E. 


Mr. Invrrrz. Do you permit that in violation of the terms of the 
existing contract with P. G. & E.? 

Mr. Domriny. I do not consider it a violation, and the P. G. & E. 
apparently does not consider it to be in violation. 

Mr. Inprirz. May I read section 12(a), which appears on page 5, 
Supplement No. 5 (dated September 29, 1959) of the Transmission 
and Exchange Service Contract Agreement with P.G. & E. (contract 
175r-2650) : 


12(a) In the event the demand of any “Customer” (as defined in the sales 
contract) supplied under the exchange contract for the account of the United 
States, but not jointly supplied by the United States and the contractor prior 
to the effective date of this supplement No. 5, exceeds the maximum rate of 
delivery specified in the contract between the United States and such customer, 
the United States shall, within the limits provided in subdivision (c) (4) of 
article 12 of the sales contract, serve such customer at a rate up to but not 
exceeding said maximum rate of delivery at the customer’s load factor during 
each billing period, and the contractor, if such customer so elects, shall apply 
all of its additional requirements— 


Let me repeat that 





the United States shall * * * serve such customer at a rate up to but not exceed- 
ing said maximum * * * and the contractor shall supply all of its [the cus- 
tomer’s] additional requirements— 


and then the section goes on: 


but at not less than its load factor during each billing period, under such terms 
and conditions as may be agreed upon by the contractor and such customer. 

Would you read the language of that contract provision as imposing 
an obligation, or purporting to impose an obligation, on the United 
States that the United States shall serve such customer “at a rate up 
to but not exceeding said maximum rate of delivery”? 
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Mr. Dominy. Mr. Baker is the man in my Washington office who 
has primary responsibility in connection with the negotiation of these 
contracts. I would like Mr. Baker to reply to you, sir. 

Mr. Baker. Our power sales contracts are generally written in such 
terms that a contract does contain a stated amount of power, which is 
termed for certain billing purposes a contract rate of delivery. The 
contract also provides that without objection by the United States, the 
customer can use power in excess of such stated contract rate of 
delivery. 

Mr. Inprrrz. Is that clause B? 

_Mr. Baxer. That is clause B of the general power contract pro- 
visions. 

(The general power contract provisions are in appendix A.) 

Mr. Inprrrz. Does clause B relate to the obligation that the United 
States might assume under another contract? Let me put that more 
specifically 

Mr. Baker. Clause B is simply permissive—an article of permission 
which allows the customer to take power in excess of the contract rate 
of delivery so long as the Bureau does not object to such increased 
delivery. 

Mr. Inprirz. But that wasn’t my question. My question was 
whether the language of section 12(a) which I read purports to say 
that at the time when the customer reaches the maximum of his 
contract rate of delivery, “the United States shall * * * serve such 
customer at a rate up to but not exceeding”—does that language, in 
apparent mandatory form, impose an obligation on the United States 
not to serve the customer any power in excess of his maximum contract 
rate ? 

Mr. Dominy. No, I do not think so. 

Mr. Inprtirz. I am not speaking about the possibility that the com- 
pany and the Bureau have arrived at a novation—a new contract— 
by virtue of their acquiescence in a different practical understanding. 
Tam speaking about the legal language of the contract, as it is written, 
It uses the word “shall.” It says, in effect, that the Government shall 
not serve the customer beyond that maximum rate of delivery. 

Mr. Baker. We do not so interpret the contract. 

Mr. Inpvrirz. Apparently the P.G. & E. hasn’t raised any such point 
either, and it might very well constitute a novation from a legal point 
of view. I am simply suggesting that the language of the contract 
is such as to raise a concern as to whether the Government has at- 
tempted to contract away its right—its duty to provide unused power 
to preference customers. 

Mr. Baxer. As the testimony this morning has already indicated, 
there are numerous customers of the Bureau of the Central Valley 
project that are technically exceeding the stated contract rate of 
delivery that isin their contract. They are taking that excess delivery 
of power under article B of the general power contract provisions. 
There are at least two customers of the Central Valley project that 
are even today taking power in excess of the amount of power that was 
allotted to them in the October 10, 1958, allocation of power. So, 
I think the record indicates very clearly that the language which you 
have read out of the interchange contract does not create a maximum 
limit on the amount of power we can supply to our customers. 
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Mr. Invrrrz. Is it possible that the language could be so read? 

Mr. Baxer. Oh, I don’t know. Different people read language in 
different ways. 

Mr. Invrrrz. Is it possible the language could have been framed so 
as to eliminate that reading? sii 

Mr. Baxer. Well, I think in the Bureau’s opinion, it was framed 
that way. I don’t know what other people may have thought it was 
framed for. 


USH OF PROJECT POWER IN EXCESS OF INDIVIDUAL ALLOTMENT WHEN 
TOTAL PROJECT CAPACITY HAS NOT BEEN ABSORBED 


Mr. Inprirz. We will touch subsequently on the matter of the alleged 
Bureau requirement that preference customers must secure an addi- 
tional supplementary source of power. I would now like to ask: Is it 
possible that the Bureau may wish to consider reframing its letters to 
the customers, assuming that that requirement stays in, so as to indicate 
that the assurance of supplementary source of power relates also to 
the exceeding of the integrated maximum simultaneous demand, rather 
than to the exceeding of the individual contract rate of delivery alone? 
In other words, that both of those points have to be involved. Is that 
possible ¢ 

Mr. Dominy. I think that the type of contract that we will be pre- 
senting to our customers will clear up any ambiguity on this point. 

Mr. Inprirz. How will it clear up that ambiguity ? 

Mr. Dominy. I say, in our contract, we will attempt to work out 
language which will clear up any question on this point as to our 
obligation to deliver and our willingness to deliver over the allotment 
at periods when we are still within the maximum. 

fr. Inprirz. Well, will the assurance of a supplementary power 
source that you require of the customers be one which becomes effec- 
tive when not only their contract rate of delivery is exceeded, but also 
the simultaneous maximum integrated demand of the entire Central 
Valley project exceeds its firm capacity ? 

Mr. Dominy. Well, in dealing with any individual company or pref- 
erence customer, Mr. Indritz, we are necessarily dealing with the allot- 
ment to them. We are the ones who have to keep in touch with the 
total system and have knowledge as to whether we are about to over- 
run the maximum or not. The individual customer is not in a posi- 
tion to know that, and certainly any temporary deliveries that we 
permit, either by contract for temporary service without a permanent 
allotment, or to permanent allottees in excess of their allotment, will 
have to be temporary in nature and subject to withdrawal on very 
short notice. This we will have to make abundantly clear in our con- 
tractual arrangement. 

Mr. Inprirz. Perhaps if I rephrase my question—I don’t think I 
made it sufficiently plain. 

Mr. Dominy. I think you have made your question sufficiently plain. 
I think you are trying to get me to say that I am going to put in the 
contract specifically that they can exceed their allotment, and that that 
1s related to the maximum simultaneous demand, and I am not going 
to put any such thing in the contract. 

r. Lyprirz. Why ? 
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Mr. Dominy. Well, because I am not going to contract for a fixed 
amount and in the same contract tell them I am going to deliver them 
something more than that and give them a contractual right to some. 
thing more than that. I am perfectly willing to advise them that as 
long as we are within the maximum permissible power supply from the 
Bureau—the 450,000 kilowatts—we will make added power available 
temporarily as they need it, but that it is certainly subject to with. 
drawal, and any power delivered over their allotment cannot be some. 
thing they can look forward to as a permanent situation. 

Mr. Inprrrz. Wouldn’t that excess power automatically become 
withdrawn as those customers who are then underneath their con. 
tractual rates of delivery increase their use of power up to their con- 
tract rate of delivery ? 

Mr. Dominy. Yes, but as I have said before, Mr. Indritz, in power 
and water, any time a customer uses it, they certainly claim that “We 
have had it and we want to continue to have it.”” We have run into 
that in all of our contractual dealings and the very people who urging 
us to give it to them are not the ones who are standing by us when we 
have to face the hard music of taking it away from them. 

Mr. Inprirz. So, as an alternative, you would withhold that power 
and send it over to a nonpreference customer ? 

Mr. Dominy. We have not said we would withhold it. I have told 
you repeatedly we are now delivering to our customers in excess of 
their allotment. 

Mr. Moss. I want this record to be clear, and you have just made a 
statement to which I take exception, “that the very people who urge,” 
and I happen to be one urging. I want it very clear I would not ex- 
pect you to perform miracles or do the impossible. If you reach the 
firm limits of the output of the project, I don’t think any reasonable 
person would try to force you to do that which you could not do. So, 
T think a generalization of the type made by you is extremely unfair, 

Mr. Dominy. I meant it strictly as a generalization. In my 27 

ears 

Mr. Moss. Well, generalizations are very dangerous. 

Mr. Domrny. In my 27 years of government, I have observed a good 
many cases where we had strong encouragement from certain people to 
take certain actions, and even though by contract and otherwise we were 

rotected, when it came time for polling the situation and stopping 
it, those same people were 

Mr. Moss. If you have committed all your power and it is actually 
being utilized, what reasonable man is going to insist that you deliver 
more than you have? 

Mr. Domrny. It is not a point of delivering more than we have. It 
is a point of continuing to make deliveries to certain people at the ex- 
pense of some others. 

Mr. Moss. If all of it is gone by contract, no one can force you to, 
and I don’t think a reasonable person would insist. 

Mr. Domrny. This I want to make abundantly clear by contract. 

Mr. Barry. What you are trying to say, Mr. Commissioner, is that 
once you have given this power to someone, even on a temporary basis, 
where it is crystal clear, that they are using it, and they have an opera- 
tion, whether it be a farm, or no matter what it is, and you have to tell 
them, “You can’t have it any more,” that creates a havoc with him, 
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pecause he has gotten accustomed to it by then and maybe his dairy 
farm shuts down and he suffers substantial loss. So, in a sense, you 
are trying to avoid the unwise use by a customer, or unwise reliance 
on power, by virtue of the fact that any action on your part 

Mr. Dominy. That 1s exactly right, Mr. Barry. You have stated 
it much better than I. 

Mr. Suiru. Mr. Chairman, I want to clear up something and see if 
[ interpret Mr. Baker’s statement correctly. ! 

Do I understand you to say that the Department does not interpret 
the word “shall” as mandatory language in a contract ? 

Mr. Baxer. The question, I believe, that Mr. Indritz was propound- 
ing had more reference, not to the word “shall,” but to the maximum 
rate of delivery under which we created what we term our limit of 
service to a customer. Actually, the interpretations of that article 
actually revolve around whether the words and the term “contract 
rate of delivery,” which we use in our contracts with customers is 
synonymous with the maximum rate of delivery, which is referred to 
in the P.G. & E. contract. 

Mr. Smiru. In other words, you say that the maximum rate of 
delivery is not the same as the allotment ? 

Mr. Baxer. That is right. It is not the same as the allotment in 
our interpretation. 

Mr. Smrru. Well, it says, “the maximum rate of delivery specified 
in the contract between the United States and such customer.” That 
is the allotment, isn’t it? 

Mr. Baxer. Well, that is the subject of interpretation that Mr. 
Indritz was referring to. 

Mr. Inprtrz. Mr. Baker, I wasn’t referring to that interpretation 
at all. I don’t object to your describing what you think I said, but 
that isn’t what I said. 

Mr. Smiru. What else is specified in the contract than the allot- 
ment? That is the maximum rate of delivery in the contract. 

Mr. Baxer. Our contracts with customers have to be read as a 
whole on the basis of all the relationships described in the contract, 
and one of the relationships described in the contract is the permis- 
sion of the customer to utilize power in excess of that obligation 
which the Government undertakes as an obligation, so that the cus- 
tomer actually can take power in excess of that obligation, so long 
as the United States is willing to permit it. 

Mr. Smrru. Then you are saying that the rate of delivery specified 
in the contract is very indefinite ? 

Mr. Baxer. It varies, and can vary. The maximum delivery un- 
der the contract can vary month by month. If I may illustrate, it 
possibly may clarify this subject. 

We may have a contract with a customer which specifies a contract 
rate of delivery of 5,000 kilowatts. That customer’s load is such 
that he wants to take 6,000 kilowatts from us, and since our simul- 
taneous load has not reached the 450,000 kilowatts, we do have an 
increment of power which we can permit him to take under article 
B of the general power contract provisions. So the customer takes 
the 6,000 kilowatts, because the United States has not objected to it. 
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WHETHER BUREAU WILL REQUIRE CUSTOMER TO GET SUPPLEMENTAL 
CONTRACTS 


Mr. Smirn. Just a minute now. If he has a supplemental contract 
with someone else, are you saying you can still deliver him the 6,000 
kilowatts, and you don’t in any way consider he should start taking 
under the supplemental contract at 5,000 kilowatts ? 

Mr. Baxer. As far as our contract with the customer goes, we will 
permit him to take the excess of 1,000. Now, I do not know what 
kind of a contract he may have with somebody else, if he is contract- 
ing for a supplemental supply from somebody else. There may be 
restrictions, penalties, or other prenienes of his contract with others 
which may make it inadvisable for him to take additional power 
from us. We do not know that. I don’t know what kind of ar- 
rangements he may have. He may have a plant of his own. He 
may have a contract with the P.G. & E. He might possibly have 
some other source of power available. : 

Mr. Moss. Will the gentleman yield ? 

Mr. Smiru. Yes. 

Mr. Moss. I think you have stated the facts which caused my con- 
cern with the inference I drew from the letters demanding the sup- 
plemental supply. It is because undoubtedly in such a contract, if it 
were to be demanded by the Bureau as a condition to the increased 
allocation, that is the precise situation which would face some of 
these customers. They would not be able to avail themselves of the 
amount above the allocation, even though it were available, because 
of the terms of a standby agreement, which I had inferred the Bureau 
was going to demand and which Mr. Dominy now assures me is not the 
case. 

Mr. Domriny. Well, as Mr. Baker has pointed out, this thing gets 
pretty complex and pretty involved. For instance, with our direct 
service customers, we have no wheeling arrangement, and even SMUD 
found it necessary to go out and have a fixed contract on a standby basis 
against the day that the ceiling of their allotment would be reached, 

Mr. Moss. Do I understand then that you will demand a standby 
agreement ? 

Mr. Dominy. We will have to have very firm assurances. We would 
not exactly require as a condition precedent to deal with us a docu- 
ment all executed and made a part of our agreement, but we certainly 

vant to make it abundantly d sar, as I pointed out earlier, that they 
have a full understanding. 

Mr. Moss. What you want is the assurance in your contract that 
they will not look to you beyond that amount and that it is from 
there on their responsibility to provide service. 

Mr. Dominy. That is exactly right. 

Mr. Moss. But that will not require that they have negotiated in 
advance an agreement of any kind? 

Mr. Domtny. No. I am inclined to agree with you that goes beyond 
anything that I should require. We have considered that, and Mr. 
Dugan’s letters did indicate we were considering going to that extreme, 
but as I get better acquainted with this problem, I feel that that is an 
extension of the requirements of my position beyond anything that I 
could support. Not overlooking the fact that on the direct service 
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customer, once that maximum is reached and he has a growing load, 
he is certainly going to have to anticipate that well in advance 
and make his arrangements. — IT would think that certainly a year 
would be about the minimum time they should anticipate reaching this 
maximum and start making arrangements. _ 
Mr. Moss. Does that in the final analysis become their responsi- 
ees 
ad Dominy. Indeed it does; indeed it does. 


NO LEGAL OBSTACLE TO SALE OF POWER ON WITHDRAWAL BASIS 


Mr. Invrirz. Is there any legal objection or any legal obstacle to 
the sale of unused firm power on a withdrawal basis? 

Mr. Dominy. No; none that Iam aware of. 

Mr. Inpritz. Mr. Chairman, the Honorable William L. Dawson, 
chairman of the full committee, addressed a letter, dated January 7, 
1960, to the Honorable Fred G. Aandahl, Acting Secretary of the 
Interior, and received a response dated February 2, 1960, signed by D. 
Otis Beasley, Administrative Assistant Secretary of the Interior, 
stating that the Solicitor’s Office of the Department of the Interior 
is of the view that the sale of firm power on a withdrawable basis 
would not be inhibited by any provision of the contract between the 
Bureau and the P.G. & E., and with your permission, I would like to 
offer both letters for the record. 

Mr. Moss. Is there objection? If not, the letters will be made a 
part of the record at this point. 

(The letters referred to are as follows :) 


BPXECUTIVE AND LEGISLATIVE REORGANIZATION SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERN MENT OPERATIONS, 
Washington, D.C., January 7, 1960. 
Hon. Frep G. AANDAHL, 
Acting Secretary of the Interior, 
Washington, D.C. 


Deak Mr. AANDAHL: Thank you for your letter of December 29, advising us 
that the Solicitor of the Interior Department has not yet issued any ruling con- 
cerning the question whether sale of Central Valley project firm power on a 
withdrawal basis would be a sale of nondependable capacity. 

As you mentioned in your letter, that question arose during our committee’s 
hearings on “Availability of Power to Public Preference Customers from Central 
Valley Project.” The Department’s representative at that hearing (Mr. Elmer 
Bennett, now Under Secretary of the Department) was asked why a preference 
agency which sought firm power on a withdrawal basis was not given a contract 
for such power. Mr. Bennett responded that such a sale might be precluded by 
section 10(b) of the contract with the Pacifie Gas & Electric Co., even though the 
Bureau “can sell dependable capacity with no limitations to our preference cus- 
tomers, any of them” (hearings, pp. 128-129). He assured the committee that 
he “will assume the responsibility to see that a request to the Solicitor is made 
as Soon as I get back, for a ruling” (hearings, p. 130). 

Although the question became less acute when the Bureau of Reclamation, 
shortly after the hearings, executed a contract with the city of Roseville for sale 
of firm power, the question is still of interest to this committee with respect to 
other preference agencies with an interest in obtaining such firm power. 

We would appreciate receiving the Department’s views on the lege’ “nestion 
raised by Mr. Bennett ; namely, would the Department's contract with te Pacifie 
Gas & Electric Co. prevent the Government from selling firm power t: a pref- 
erence agency on a withdrawal basis, or, in other words, from selling to a pref- 
erence agency any of the firm power that is not actually used by existing 
preference customers? Would the answer be any different if the power men- 
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tioned is solely the firm power in excess of the amount of the maximum simul. 
taneous integrated firm power actually demanded by all the preference 
customers during any one month? 
Sincerely yours, 
Wiu1aM L. Dawson, Chairman, 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., February 2, 1960, 
Hon. WILLIAM L. DAwSoN, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D.C. 


Dear Mr. Dawson: This is in response to your letter of January 7 relative to 
whether the sale of Central Valley project firm power on a withdrawal basis 
would be a sale of “nondependable capacity.” 

By the term “firm power” we assume you refer to power within the “project 
dependable capacity” as defined in contract 175r-3428, as amended, with Pacific 
Gas & Electric Co. 

Our Solicitor’s Office is of the view that the sale of firm power on a withdraw- 
able basis would not bring such power within the category of “nondependable 
capacity” as defined in the contract and that, therefore, such sales would not be 
inhibited by article 10(b) of the contract. 

The foregoing, it will be noted, deals only with the legal question. It should 
not be understood as answering or attempting to answer in a particular case 
the very serious practical problems that might be presented, particularly in the 
case of customers having no backup power supply available to them. 

Sincerely yours, 
D. OT1s BEASLEY, 
Administrative Assistant Secretary of the Interior. 


CALIFORNIA’S REQUEST FOR NONDEPENDABLE POWER 


Mr. Invrttz. Mr. Dominy, during yesterday’s session, Mr. Harvey 
Banks, testifying for the State of California, stated that the Bureau 
had advised the State of California that nondependable capacity was 
not likely to be supplied to the State. He further testified that he was 
unaware of the reasons underlying that statement by the Bureau. 

Could you indicate what those reasons might be ? 

Mr. Dominy. I would like to have Mr. Dugan comment on that. He 
has been considering this overall problem with Mr. Banks, and he has 
been serving on a committee with various State people in an effort to 
work with them cooperatively in connection with their needs. 

Mr. Duean. The provision of our contracts with P.G. & E. requires, 
in the sale of nondependable capacity to preference users, that there 
be evidence of supporting standby generating capacity. This pre 
sented a problem in the consideration of the availability of nonde- 
pendable, and it was that particular problem that prompted our re- 
sponse to Mr. Banks. We have been very much interested in the 
ee power needs of the State of California for their Feather 

iver project, and I am serving as a member of the State power com- 
mittee established by the State for the purpose of exploring ways and 
means of providing power from the utilities in the vicinity and from 
the Bureau of Reclamation, and there is a membership on that commit- 
tee by a representative of the Sacramento Municipal Utility District. 
It is through this committee that we hope to be able to explore the 
capabilities of the Bureau, not only with our existing facilities but 
with our anticipated addition to the project of the Trinity facility, of 
supplying the State with additional power needs. 
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Mr. Invritz. If a preference agency is willing to accept nondependa- 
ble power, why does the Bureau require that it have auxiliary power 
tosmooth out the power supply ¢ 

Mr. Ducan. That is a matter of contractual agreement with the 
Pacific Gas & Electric Co. I think it is rather understandable, since 
weare integrated with that company with transmission lines and power 
facilities, that they would not want to have the potential of a large non- 
dependable user coming onto their system without some apparent 
means of picking up those loads if and when it became necessary to 
cut off the nondependable supply. That, to a system, would be an ex- 
treme hazard, and, of course, some industries could use a considerable 
amount of nondependable capacity if they establish themselves in a 
service area. 

Mr. Inprirz. Was that requirement designed to help smooth out the 
load of the P.G. & E.? 

Mr. Duean. That was designed to help the loads of the system. We 
felt there was some mutual advantage in that sort of provision. 

Mr. Inpritz. How would that potential hazard, to which you just 
referred, come about with respect to the State of California in its spe- 
cific requests for the South Bay aqueduct ? 

Mr. Duean. We have not fully explored all of the possibilities of 
service to that particular facility. Now, whether or not there might 
be some possibility of use of nondependable capacity in the future is 
something that I am looking toward this committee to evolve. I think 
that means is the most logical and rational approach to that problem. 

Mr. Inpritz. Do you plan to dicuss this matter further with the 
State of California, or was that the termination of discussion ? 

Mr. Duean. We plan to continue our discussions, preliminarily 
through the means of our participation in this power committee that 
the State has set up. 

Mr. Moss. Mr. Dugan, will you attempt, as you make progress, 
to keep this committee advised of that? 

Mr. Ducan. Yes, Mr. Moss. I assure you that I will keep you 
informed of our progress along that line. 

Mr. Moss. Thank you. 


REWINDING OF SHASTA GENERATORS 


Mr. Inpritz. Is any reconstruction being done at the Shasta Dam 
powerplant ? 

Mr. Dominy. Yes; we have done some rewinding on the genera- 
tors. Mr. Dugan can give you any detailed information that you 
want on that. 

Mr. Inpritz. How many generators have been rewound so far? 

Mr. Duean. Four units. 

Mr. Inpritz. How many more are there to be rewound? 

Mr. Ducan. There is one unit remaining to be rewound. 

Mr. Inpritz. When the five generators are rewound, will the ef- 


ficiency of the electrical output, per unit of water put through the 
generators, be increased ? 


Mr. Ducan. We think it will be enhanced; yes, sir. 
Mr. Invrrrz. By approximately how much? 
Mr. Ducan. Well, that is a matter that will only be determined 
after running the performance tests. 
59220—60——12 
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Mr. Inprrrz. Can you estimate that now? 

Mr. Duean. Well, the capacity we anticipate, and again subject 
of course, to the tests, would be an increase per unit of perhaps 
15,000 kilovolt-amperes per unit. Now how that capacity might 
help us is a matter of some speculation. We think that it would 
help our efficiency and power sales. 

Mr. Inprirz. Would that mean that the firm power capacity would 
be increased by approximately 75,000 kilowatts? ; 

Mr. Dugan. No, sir. I do not anticipate that would bring about 
an increase in the firm dependable capacity of that amount. 

Mr. Dominy. Well, there are two very definite factors that 20 
into the firm dependable. It is not only the capacity of the individual 
units, but it is the availability of water. 

Mr. Inprirz. Yes, and my question was whether the efficiency of 
electrical output per unit of water would be increased, and Mr. Dugan 
responded it would. 

Mr. Duean. Right. If this is realized to the extent Mr. Anthony 
indicates or estimates, it might be the case of 15,000 kilovolt-amperes 
per unit of increased efficiency then would result in some increase in 
the dependable capability, but it would not be in direct proportion, 
because, of course, you have to taken into account the availability 
of water. 

Mr. Inprtrz. How much increase would there be in the firm power 
kilowatt capacity of the system as a result of the rewinding of the 
generators ? 

Mr. Duean. I can’t give you a specific figure on that. We have not 
made a study going through the critical period of what that partice- 
lar capacity would do, but the limitations would be such that I do not 
anticipate an increase in salable capacity of any magnitude at all. 

Mr. Inprirz. Is it possible that 

Mr. Domriny. Excuse me. Mr. Baker has a bad back this morning 
and needs to move around a bit. 

Mr. Moss. I think the reporter might like to move around also. 
She has been going for quite a while, so we will recess for 5 minutes. 

(Whereupon, a short recess was taken.) 

Mr. Moss. The subcommittee will now be in order. Commissioner! 

Mr. Domtny. As we resume, I would like to make sure we haven't 
left an ambiguous record here with regard to Mr. Indritz’ question 
concerning the benefit in terms of increased project dependable ca- 
pacity as a result of rewinding of the Shasta generators. Our esti- 
mates now would indicate that firm dependable capacity of the Cen- 
tral Valley project, which, before the rewind was 450,000 kilowatts 
maximum capacity, will be increased to where it will run in the nature 
of 464,000 to 466,000 kilowatts capacity. 

Mr. Moss. Fine. I think that is very helpful. 

Mr. Duean. However, as we find our irrigation demands and re- 
leases for other purposes increasing, the energy support for capacity 
will drop so that the capacity itself will not be appreciably raised by 
this addition. It isa matter of assisting our capability by conserving 
water for pumping and other purposes that this rewind will be 
helpful. 

Mr. Domriny. Yes. My statement did not go in any way to affecting 
the 450,000 kilowatts simultaneous power capacity. I was talking 
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strictly in terms of the ability to produce power on a maximum head 
pasis at Shasta Dam. 
Mr. Moss. Well, I think in order that this be abundantly clear in 
the record, I will ask counsel to prepare some specific questions for 
rojections as a result of this increased efficiency and hold the record 
at this point to receive those projections. 


Mr. Domrny. I think that is an excellent idea. We will be glad 
to supply the information. 


(Subsequently the following correspondence occurred :) 


Mr. FLoyp E, DoMINy, aay 10” 1900 
Commissioner, Bureau of Reclamation, 

Department of the Interior, 

Washington, D.C. 


Deak Mr. Dominy: During the hearing on March 26, 1960, before our sub- 
committee concerning the sale and transmission of Central Valley project power, 
our subcommittee counsel asked whether the rewinding of the five generators 
at the Shasta Dam powerplant would enhance the efficiency of the electrical 
output (per unit of water put through the generators). 

You stated, “Our estimates now would indicate that the firm dependable 
capacity of the Central Valley project, which before the rewinding was 450,000 
kilowatts maximum capacity, will be increased to where it will run in the 
nature of 464,000 to 466,000 kilowatts capacity.” 

The following two statements then occurred : 

“Mr. DuGAN. However, as we find our irrigation demands and releases for 
other purposes increasing, the energy support for capacity will drop so that 
the capacity itself will not be appreciably raised by this addition. It is a 
matter of assisting our capability by conserving water for pumping and other 
purposes that this rewind will be helpful. 

“Mr. Dominy. Yes. My statement did not go in any way to affecting the 
450,000 kilowatts simultaneous power capacity. I was talking strictly in terms 
of the ability to produce power on a maximum head basis at Shasta Dam.” 

I have written to Mr. Dugan to obtain a better understanding of his response. 
A copy of my letter to him is enclosed. 

It is my understanding that your second statement, last quoted above (that 
the rewind would not affect the “450,000 kilowatts simultaneous power capacity” ) 
is intended to mean that the increase in dependable power capacity resulting 
from the rewind would not affect the dependable capacity stated in the Pacific 
Gas & Electric contract, until such time as the contract is amended to reflect the 
increased capacity made available by the rewind. 

Please advise us whether that understanding is correct. 

Sincerely yours, 


Joun E. Moss, Chairman, 
Special Subcommittee on Assigned Power and Land Problems. 


Mr. H. P. Duean, May 19, 1960. 
Regional Director, 

Bureau of Reclamation, 

Sacramento, Calif. 


Deak Mr. DuGAN: During the hearing on March 26, 1960, before our subcom- 
mittee concerning the sale and transmission of Central Valley project power, 
you were asked whether the rewinding of the five generators at the Shasta 
Dam powerplant would enhance the efficiency of their electrical output (per 
unit of water put through the generators), and you replied that the increase 
would be “perhaps 15,000 kilovolt-amperes per unit,” and that the increased 
efficiency “would result in some increase in the dependable capability, but it 
would not be in direct proportion because, of course, you would have to take 
into account the availability of water.” 

Mr. Dominy then stated: “Our estimates now would indicate that the firm 
dependable capacity of the Central Valley project, which before the rewinding 
was 450,000 kilowatts maximum capacity, will be increased to where it will 
run in the nature of 464,000 to 466,000 kilowatts capacity.” 
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The following two statements then occurred : 

“Mr. DuGAN. However, as we find our irrigation demands and releases for 
cther purposes increasing, the energy support for capacity will drop so that 
the capacity itself will not be appreciably raised by this addition. It jg a 
matter of assisting our capability by conserving water for pumping and other 
purposes that this rewind will be helpful. 

“Mr. Dominy. Yes. My statement did not go in any way to affecting the 
450,000 kilowatts simultaneous power capacity. I was talking strictly in terms 
of the ability to produce power on a maximum head basis at Shasta Dam.” 

It would be appreciated if you would provide us with the following 
information : 

1. What will be the increase in output, in kilowatts and in kilowatt-hours, per 
generator operating at a similar head with full gate opening and with a similar 
quantity of water, due to the rewind of generators at Shasta powerplant? 

2. State the amount of energy required to support such increase in firm power 
output, and how much of that energy will be provided by the project. 

3. Could the “energy bank account” be available to provide any of the support. 
ing energy referred to in (2) above? Ifso, how much? 

4. What will be the increase in the dependable capacity of the CVP system 
due to the increase of efficiency resulting from the rewind, assuming that each 
kilowatt is required to be supported with energy per month as specified in the 
Bureau’s contract with the Pacific Gas & Electric Co.? 

5. How many kilowatts of dependable power would the water available in the 
minimum water year of record have developed immediately prior to the rewind? 

6. How many kilowatts of dependable power would the water available in 
the minimum water year of record develop immediately after the rewind? 

7. (a) What are the “irrigation demands and releases for other purposes” 
which your statement indicated would cause a drop in the energy support for 
capacity ? 

(b) State who receives that water and how those uses have increased since 
the 450,000-kilowatt firm capacity was determined. 

(c) State how those uses will be increased in the future and the estimated 
amount and effect thereof. 

(d) State any further information which may help to clarify the meaning 
of your last quoted response. 

We would appreciate your early response. 

Sincerely yours, 
JOHN E. Moss, 
Chairman, Special Subcommittee on 
Assigned Power and Land Problems. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington, D.C., May 27, 1960. 

Hon. JoHN E. Moss, 

Chairman, Special Subcommittee on Assigned Power and Land Problems, 
Committee on Government Operations, House of Representatives, Wash- 
ington, D.C. 

Dear Mr. Moss: This is in reply to your letter of May 19, on the March 26 
hearings before your subcommittee, on the sale and transmission of Central 
Valley project power as it concerns the rewinding of the five generators at the 
Shasta Dam powerplant. 

My answer, which you quoted in your letter, was intended to remove any 
impression that the Bureau of Reclamation has definitely determined that suff- 
cient water is available to support an increase in project dependable capacity 
as defined in the contract with the Pacific Gas & Electric Co. 

The Bureau’s contract with the Pacific Gas & Electric Co. contains the follow- 
ing: 

“REDETERMINATION OF PROJECT DEPENDABLE CAPACITY 


“14(a). At the request of either party made not more often than once a year, 
project dependable capacity shall be reviewed and, if necessary, shall be re 
determined by representatives of the parties. Any such redetermined project 
dependable capacity shall become effective 3 years from the date of such re 
quest, or at such other time as the parties may agree upon; provided, that if 
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such redetermined project dependable capacity includes the capacity of any new 
plant or unit thereof, such project dependable capacity shall, unless otherwise 
agreed upon, become effective 3 years from the date of such request or on the 
date such new plant or unit thereof commences operation consistent with such 
redetermination, whichever is later; and provided further, that such recognition 
shall be given in any redetermination of project dependable capacity as will 
properly reflect interim operating conditions or delays in contemplated con- 
struction which result in less than full attainment of the redetermined project 
dependable capacity.” 

Any new project dependable capacity thus automatically becomes effective 
without a necessity of amending the contract with the company. 

We are in the process of studying the question of whether an increase in 
project dependable capacity as a result of the rewind is appropriate. 

Sincerely yours, 


FLoyp E. Dominy, Commissioner. 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., July 12, 1960. 
Mr. Jonn E. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems, House 
Office Building, Washington, D.C. 


Deak Mr. Moss: This is in reply to your letter of May 19, 1960, requesting 
information concerning the project dependable capacity of the Central Valley 
project and the recently completed rewinding program for the generators at 
Shasta powerplant. 

I had advised in my airmail letter to you of June 28 that this information 
had been forwarded to the Commissioner’s office for transmittal to you; how- 
ever, minor revisions for clarification delayed this submittal so I am forwarding 
the amended data directly to you. Your questions are answered in the same 
order in which they appear in your letter. 

1. Due to the rewinding of the generators, the capacity output was increased 
by 2,000 kilowatts to 3,000 kilowatts per generator. However, for a given hy- 
draulic condition of operating head and turbine gate opening there will be no 
increase in machine electrical output due to increasing the capacity of the 
generator. Therefore, with a similar head and similar quantity of water, it 
would not be possible to take advantage of the increased capacity. The re- 
winding of the Shasta generator was undertaken as a necessary repair and any 
increase in the capability of the generators was the incidental result of improved 
techniques, type of insulation, etc. The term “increased efficiency” was intended 
to imply, that given the necessary water, the rewound generators had a greater 
production capability than the same generators before rewind. Increased capa- 
bility comes about only through the use of a greater quantity of water at the 
same head or the same water through a greater head. Under controlling mini- 
mum water conditions, neither the head nor the quantity of water have been 
increased. 

2. Assuming a 60-percent load factor for the increased firm power of 2,500 
kilowatts per unit, approximately 65 million kilowatt-hours annually would be 
required to support such capacity to enable its sale as firm power service. No 
portion of this energy would be available from the project by reason of insuf- 
ficiency of water supply. 

3. To be able to use “energy bank account” as a means of supporting capacity 
sold to preference customers, the capacity being sold must first qualify as 
“project dependable capacity.” There is no project energy available to so 
qualify this capacity. 

4. Based on the assumption that each added kilowatt is required to be sup- 
ported with project energy per month as stated in the Bureau’s contract with 
Pacific Gas & Electric Co., the increase in dependable capacity would be zero. 

5. Prior to the Shasta rewind, project water utilization would have developed 
450,000 kilowatts dependable capacity per water study 65-0. The actual mini- 
mum water year of record in the Central Valley project was 1924. However 
the period of adverse flow used in the water study 65-0 (and on which the 
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project dependable capacity of 450,000 kilowatts specified in contract 175r—-3428 
was based) was the period from 1930 to 1933. 

6. The dependable capacity that project water utilization would have de. 
veloped after the Shasta rewind would have been the same amount—450,099 
kilowatts—as outlined above. 7 

7. (a) The “irrigation demands and releases for other purposes” are gradually 
increasing each year. An example of this increase in irrigation in our projected 
buildup in project water contained in our allocation studies (see 7(c) below) 
Other requirements are increased releases for navigation and carriage waters 
when local inflows, below Shasta and Folsom Reservoirs are abnormally low 
due to increases in nonproject diversions. 

(6) Our projected marketing program indicates increased requirements for 
the Sacramento Valley irrigators (Cow Creek unit and Yolo-Zamora units are 
examples), for the Contra Costa and Delta-Mendota Canals, for the city of 
Sacramento and for the American River service area. All of these will reduce 
the flexibility of regulating water for power requirements and will require 
additional energy for project facilities, such as the pumps at Tracy. These iy 
turn will affect the dependable capacity. 

(c) An example of our estimate of how these uses may increase is shown op 
the attached chart entitled “Projected Central Valley Project Water Deliveries, 
Sacramento River System.” After authorization and construction of the car. 
riage systems from Folsom Reservoir we contemplate the water from this source 
will likewise be demanded after a modest buildup period. 

(d) I am also enclosing a discussion of ‘Project Dependable Capacity” vergys 
rewind capacity which may aid in your review of this question. 

Please advise if I can be of further assistance. 

Sincerely yours, 
H. P. Duaan, Regional Director. 


Projected Central Valley project water deliveries,» Sacramento River system 
[Unit: 1,000 acre-feet] 
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1 Comparable figures in USBR exhibit 164-B are as follows: od 
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2 Canalside delivery quantities. 

3M. & I. water. 

4 Includes 10,000 acre-feet irrigation water. Quantities are net after computed losses beyond metering 
point. 

§ Diversion quantities. 

6 Includes 4,087,000 acre-feet from Sacramento River and channels of the delta, and 400,000 acre-feet diver- 
sion from Sacramento River bypasses. 

7 Diversion quanties, include both “water rights” and “‘project’’ water. 
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it OF THE INTERIOR, BUREAU OF RECLAMATION, REGION 2, CENTRAL 
DEPARTMENT 2 
VALLEY PROJECT 


PROJECT DEPENDABLE CAPACITY 


The question has been raised as to the relationship to project dependable 
capacity to the recently increased capacity of the Shasta generators. 

There is no relationship whatsoever between the present project dependable 
capacity of 450,000 kilowatts and the maximum capacity of the generators in 
Shasta powerplant. haat ; , pnt Sie 
‘fhe five generators initially had an installed eapacity of 75,000 kilovolt-am- 
peres at unity power factor, totaling 375,000 kilovolt-amperes. Since June 1944, 
when the plant first went into commercial operation, the loading on these gen- 
erators was increased to 90,000 kilowatts at about 98 percent power factor, 
totaling 450,000 kilowatts. This figure possibly gave rise to the mistaken asso- 
ciations of Shasta plant capacity with project dependable capacity. We have 
just completed rewinding these five generators and improved insulating and 
manufacturing techniques have permitted an increase in machine rating to 92,000 
to 93.000 kilowatts at about 98 percent power factor, or 460,000 to 464,000 kilo- 
watts total plant capacity. The above association was apparently continued to 
the erroneous conclusion that project dependable capacity could be increased. 

Project dependable capacity is defined in contract No. 175r—3428 (as amended) 
with P.G. & E. for sale and interchange of electric power and energy, clause 
hy: Project dependable capacity.—The lowest electric power capacity esti- 
mated in accordance with the methods used in reclamation study which (1) will 
pe available from project plants in any month during the most adverse period 
of streamflow conditions of record (as set forth and applied in reclamation 
study), in addition to the estimated capacity required from project plants for 
project load during the contractor’s peak load period, and (2) will be sup- 
ported by energy made available for scheduling by the contractor pursuant to 
article 11(a) in the amounts of kilowatt-hours per kilowatt required by article 
10(e), in addition to the estimated energy required from project plants for 
project load and for delivery pursuant to article 10(g). Project dependable 
capacity shall be 450,000 kilowatts unless and until changed as provided in arti- 
cle 14.” 

This capacity is determined from reclamation study (see clause 9(0) of above 
contract) a project water study covering the several years in the 1929-34 dry 
eycle and involving coordinated operation of Shasta and Folsom Reservoirs to 
store and release water for the various mandatory requirements of irrigation, 
flood control, navigation, and salinity repulsion, with power production coinci- 
dental and supplemental thereto. 

The combined generating capacity and energy production at the several project 
plants must be related as a group to Tracy to satisfy project requirements first : 
pumping and project uses, and system losses from generation to load center. 
Remaining capacity and its qualifying energy are then available for commercial 
load. In the critical periods of the dry cycle, as determined by reclamation 
study, this remaining capacity is 450,000 kilowatts, the project dependable 
capacity. 

It may be readily shown that the factors influencing this capacity are (1) 
energy resources and production as determined by the water program, and 
(2) capacity of generators under reduced operating head of storage reservoirs 
in critically low periods during dry cycles. The CVP is typically a hydro 
operation, energy short rather than deficient in capacity, and an increase in 
capacity of the Shasta generators would have no effect on project dependable 
capacity. 

DIVISION OF IRRIGATION AND POWER, 


Sacramento, Calif. 
June 7, 1960 (revised). 
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CONTRACTS FOR CUSTOMERS 


Mr. Invrrrz. Mr. Dominy, when were the new allocations made? 

Mr. Dominy. October 10, 1958, Mr. Indritz. ; 

Mr. Inprrrz. Have any contracts yet been executed containing thogg 
new allocations? 

Mr. Dominy. No, sir; they have not. The contracts were held up 
by reason of our negotiations of a new contract with P.G. & E. Co 
We are now getting in a position to where we will be offering con- 
tracts to these allottees and, incidentally, since we accepted their 
judgment and estimates of their load growth, we will want to now 
take another look at whether their forecasts are being realized, and 
we may want to make some minor adjustments. For instance, one or 
two have already exceeded their estimate, and we would like to raise 
their allotment to give them a contract for this increased load realiza- 
tion. One or two others, it would appear, are not achieving the esti. 
mated rate of increase that they had anticipated, and it may be appro- 
priate to reduce their allotment somewhat in the actual contract. 

Mr. Inprirz. Would the terms of those contracts probably be pre- 
sented to the preference customers sometime during 1960 for their 
consideration ? 

Mr. Dominy. We expect to be able to do it during 1960. 

Mr. Invrrrz. Of the total amount of 450,000 kilowatts, how much 
has been allocated to preference customers ? 

Mr. Dominy. Well, we kept an operative reserve of 5,590 kilowatts 
for the Trinity construction headquarters and some operation reserve 
in loss at Tracy. Other than that, the full amount has been allocated, 
That would figure out 444,410 kilowatts has actually been allocated. 


LOSSES IN TRANSMISSION TO TRACY 


Mr. Inprtrz. What is the nature of that loss to Tracy ? 

Mr. Antuony. The loss varies, Mr. Indritz. It is on the basis of 
voltage that the customers are being served at and it varies. 

Mr. Inprrrz. Is there any way of achieving a reduction in that loss, 
so as to have more available for the preference customers ? 

Mr. Antuony. No, I don’t think under the existing arrangement 
these losses can be changed. 

Mr. Inprirz. I asked whether it would be possible to effect a reduc- 
tion in those losses. 

Mr. Antuony. I believe not. 


TRINITY POWER 


Mr. Inpritrz. Would you indicate when each unit of the Trinity 
project would come on the line, namely, the date, name of the unit, 
and the approximate amount of firm capacity it would add to the Cen- 
tral Valley project? 

Mr. Ducan. Yes, Mr. Indritz. For the Trinity powerplant, we 
have a unit 1 coming on in February 1, 1963; and for unit 2—— 

Mr. Inprirz. How much do you estimate the project power capacity 
will increase when that unit comes on ? 


yea 


10 
Cer 
ava 
h 
to | 
and 


de! 


“on- 
heir 
now 
and 
@ or 
liza- 
esti- 
pro- 


pre- 
heir 
nuch 
vatts 
serve 


ated. 
ad. 


sis of 
; loss, 
ment 


educ- 


rinity 
. unit, 
» Cen- 
it, we 


pacity 


SALE AND TRANSMISSION OF POWER 173 


Mr. Duean. I have no estimate of what that particular unit would 
do in the way of adding dependable capacity, because addition of the 
unit would be dependent upon the water supply that will be available 
from the Trinity River. We will have closure on the Trinity Dam 
in 1960. With good water years, we anticipate we will be up to ca- 
pacity at the time the last unit is installed in July of 1963. At that 
time, with average flows, we would anticipate that we would be able 
to produce a dependable capacity, of about 280,000 kilowatts. aie 

{r. Inprrrz. Will that be the total from all the units of the Trinity 
ject ? 
“3 Duaan. Yes, sir. ns ’ 

Mr. Inprirz. Please continue your listing of the units and the time 
when they would come on the line. a Bh 

Mr. Ducan. Yes, sir. Now these Trinity powerplant units will be 
100,000 kilowatts total, 50,000 per unit, and the Clear Creek power- 

Jant unit 1 will come on the line November 15, 1962; unit 2, March 1, 
1963. The Clear Creek powerplant will have an installed capacity 
of 134,000 kilowatts. ieee 

Spring Creek powerplant unit 1 will come on the line in June of 
1963, and unit 2 in Sopa of 1963; the two units’ total capacity of 
150,000 kilowatts making a total installed capacity for the Trinity 
unit of 384,000 kilowatts. 

Mr. Inpritz. Is that dependable? 

Mr. Ducan. No, sir, that is installed capacity. The construction 
of the Trinity River Division, including the power facilities, make 
available an additional 280,000 dependable kilowatts, but our analysis 
indicates only about 200,000 of the capacity will be supported with 
the necessary energy to supply the loads of prrnees customers. 

Mr. Dominy. Now, you understand, of course, that is in the ab- 
sence of the San Luis unit. If San Luis were to be authorized, a 
good part of this Trinity project power production is earmarked for 
pumping power on the San Luis, and would leave actually only about 
90,000 kilowatts of additional preference agency loads to be added 
into our Central Valley preference market area. 

Mr. Inprttz. When will the San Luis unit come into being? 

Mr. Dominy. Well, this is, of course, a very debatable point. As 
the chairman recognizes, it is before the Congress for consideration. 
It has been in the Rules Committee for some little while. Assuming 
that the Congress authorizes the San Luis project this year, then 
the next assumption would be that it will be in the construction budget 
in fiscal 1962. Assuming we started construction of it in 1962—Mr. 
Dugan, when would we need pores to operate the San Luis project? 

Mr. Duean. Certainly not before 1969 or 1970, and possibly a few 
years subsequent to that. 


TRINITY POWER AVAILABLE FOR MANY YEARS 


Mr. Inprrrz. Is it true, then, that for a substantial period of time, 
10 years or more, the increased dependable power capacity of the 
Central Valley project resulting from the Trinity project would be 
available for use by preference agencies ? 

Mr. Dominy. I think it is a reasonable estimate. We are going 
to close at Trinity under our present schedule in the fall of 1960, 
and we are putting the power features in based on average conditions 
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of runoff. That means that we would have the project in operation 
in 1963, under average water year conditions. If we had a poor 
year, it would be delayed. If we had several poor water years, it 
would be delayed a year or two. If we had an extremely good year 
we might have the water there to operate sooner. 

Mr. Moss. Like a repeat of our experience at Folsom ? 

Mr. Domrny. We can hope for that. We can fill in 1 year if we 
get that good season. So, I think it is a fair assumption for a period 
of about 8 to 12 years, even if Trinity is authorized. 

Mr. Moss. I think, for the record, you should correct that to San 
Luis. 

Mr. Domrny. San Luis—even if San Luis is authorized it would 
be a period of about 8 to 12 years that we will have a substantial block 
of power available that ultimately would be drained off definitely for 
the San Luis project pumps. 

Mr. Inprrrz. Would it be your plan to withhold that power until 
the pumps can use it, or to enter into temporary contracts to make 
that firm power promptly available? 

Mr. Dominy. Well, we certainly want to make the firm power ayail- 
able at the Central Valley project rates, and if there is any possible 
way of making it available to preference customers during this tempo- 
rary period, with withdrawal provisions, that would be our wish and 
desire. But, that is going to be power difficult to market in small 
blocks to a diversity of customers, because it will be San Luis’ author- 
ized but temporarily unused power. 

Mr. Inpritz. Is the Bureau committed to the idea that in order 
to have that power available for San Luis it must be withheld from 
preference agency applicants during that period ? 

Mr. Dominy. Not at all; not at all. We are committed, of course, 
by supporting the authorization. The administration has supported 
the authorization of the San Luis unit of the Central Valley project 
and we are in the business primarily of providing irrigation, munici- 
pal, industrial, and other conservation uses other than power, and the 
marketing of power will have to be based on that project authoriza- 
tion and recognition of the project purposes. 

Mr. Inprrrz. And would that be put in the contracts? 

Mr. Domrny. It will have to be definite that to whomever it goes, 
it will be on a temporary basis. 


CONTRACTS FOR FUTURE DELIVERY 


Mr. Inprtrz. If a public agency is party to a contract with the 
P.G. & E., which may have, let’s say, another 3 years to run, could 
that public body now negotiate with the Bureau a contract for de- 
livery of Bureau power at the termination of its contract with the 
P.G. & E., 3 years hence? 

Mr. Dominy. Well, as a matter of fact, at any time we have power 
available, we are not interested specifically in what the customers’ 
other contractual arrangements are. If they are prepared to con- 
tract, to accept and pay for power that we have available and they 
are preference customers, we would be prepared to contract with 
them, but on any of this temporary power, we certainly would have 
to be definitely assured that it could be withdrawn and they would 
have another source for picking up that load. 
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WHETHER PREFER@NCE AGENCY MUST HAVE ELECTRIC SYSTEM IN ORDER 
TO CONTRACT FOR BUREAU POWER 


Mr. Inprirz. In the course of yesterday’s testimony, there was a 
statement by one witness (Mr. Cone Hunter, manager of the Plumas- 
Sierra Rural Electric Cooperative) that he had understood that the 
Bureau would require the agency to have a municipal electric system 
pefore they would be considered for a contract for Bureau power. 
Upon questioning, the witness indicated that he assumed that was the 
case; that he hadn't gotten a specific statement to that effect from the 
Bureau, but that he so understood it. Is his assumption or under- 
standing correct ¢ 

Mr. Dominy. I would like to have Mr. Baker reply to that. 

Mr. Baker. The question of contracting with a municipality as a 

reference customer for the sale of power certainly appears to con- 
note that that municipality has a use for that power, not that they 
simply want to enter into a contract which would give them avail- 
ability of power at some time in the future when they had a use for it. 


ATTORNEY GENERAL’S OPINION OF JULY 15, 1955 


Mr. Inprirz. Mr. Baker, have you ever read an opinion of the At- 
torney General dated July 15, 1955, addressed to the Secretary of the 
Interior and signed by Herbert Brownell, Jr., Attorney General of 
the United States, dealing with the disposition of surplus power gen- 
erated at Clark Hill Reservoir project? (41 Op. Atty. Gen. No. 36). 

Mr. Baxer. I don’t believe I have. 

Mr. Inprirz. That opinion is printed. It runs 16 pages. Mr. 
Chairman, with your permission, I would like to read one sentence 
into the record. 

Mr. Moss. Certainly; go right ahead. 

Mr. Inprirz. The question involved in that opinion had been 
whether the Department of the Interior could execute with the Geor- 
gia Power Co. a contract for the marketing of electric energy gen- 
erated at the Clark Hill Reservoir project at a time when a public 
agency was expressing an interest in obtaining a contract for such 
power. The Attorney General’s opinion on page 9 states: 

Applying these criteria to the case at hand, it is my opinion that section 5 
means that when the Secretary of the Interior has before him two competing 
offers to purchase power, one by a preference customer and the other by a non- 
preference customer, and the former does not have at the time the physical 
means to take and distribute the power, he must contract with the preference 
customer on condition that such customer will, within a reasonable time to be 
fixed by the Secretary, obtain the means for taking and delivering the power. 
If, within the period fixed, the preference customer does not do so, the Secre- 
tary is then free to contract with the nonpreference customer. Such a con- 
tract, however, would have to contain, in the situation here involved, adequate 


provision enabling the Secretary to deal with the preference claimant should it 
subsequently obtain the means to take and deliver the power. 


Mr. Baker, do you think that the statement that you made a mo- 
ment ago is in accord with the statement I read from page 9 of the 
opinion of Attorney General Brownell, dated July 15, 1955? 

Mr. Dominy. Yes, I think Mr. Baker’s statement is in general com- 
port with that. He made it plain that we would not make a practice 
of contracting with a preference customer unless they had a means of 
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putting the power to work, and I think that position is compatible 
with the Attorney General’s. opinion. 

Mr. Inprirz. Perhaps I ought to read this again. 

Mr. Dominy. No, I don’t think it is necessary. 

Mr. Moss. I think, Mr. Commissioner, that if I understand Mr. 
Baker’s statement and your statement, and if I correctly heard the 
words of the Attorney General, that there would be a contradiction 
of your policy with that which he has expressly stated in his opinion 
to be the requirements of law. I think it would be very beneficial to 
read it again, so we would have no misunderstanding. 

Mr. Dominy. I believe I understand. Maybe we have a lack of 
communication. Let me see if I understand. 

As I understand the opinion, it says, in effect, if a claimant from a 
municipality, a preference agency for power, lacks the ability to pick 
it up and distribute it, that we, the Government, nevertheless, should 
contract with him and give him a specified time to provide those 
facilities. 

Mr. Moss. Mr. Commissioner, the language of the Attorney Gen- 
eral is: 

He must contract with the preference customer on condition that such cus- 
tomer will, within a reasonable time to be fixed by the Secretary, obtain the 
means for taking and delivering the power. 

I would submit that the statement you made—that you would not 
under those conditions enter into a contract—is contrary to the At- 
torney General’s language that you must enter imto a contract. 

Mr. Dominy. Yes, I understand now, Mr. Chairman. What Mr. 
Baker said was, “It has not been our practice, to attempt to deal with 
anyone who wasn’t prepared to use the power.” Now, obviously, if 
they wanted to make an issue out of it and say, “We will provide the 
distribution system within a specified time, and we want the power,” 
and if we have it uncommitted to other preference customers, then we 
would be bound by that opinion and, of course, we would not want to 
evade that responsibility. 

Mr. Inprirz. You use the phrase “Uncommitted.” Did you mean 
to say “unused” or “uncommitted” ? 

Mr. Dominy. Uncommitted by our allotment to other preference 
customers. 

Mr. Inprirz. Suppose that the power is committed but not being 
used ¢ 

Mr. Domrny. I think it is entirely possible that if we have a pref- 
erence customer who wants to sign a temporary contract, insisting that 
this power be made available, even over a short space of time, and 
gives us adequate assurance that we can relieve them of service, as 
necessary, on a 30-day notice or 60-day notice, I have absolutely no 
objection to considering such a contract, and it is entirely possible 
that I would be required under the preference laws to consider and 
execute such a contract. We haven’t been faced with that eventuality, 
but I think it is entirely possible that if we had any such claimant, 
and within those stipulations, that he knows that he can’t have it ona 
permanent basis, and he has an arrangement worked out, or he makes 
sincere indication that he can work it out, and has the ability to work 
it out financially or otherwise, I think we might be required under the 
preference laws to deal with them. 
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Mr. Invritz. That opinion is also identified as being in volume 41, 
“Opinions of the Attorney General,” Opinion No. 36. 

Mr. Dominy. Now that you have read it, I must say that I was 
aware there had been such an opinion and had read that opinion some 
time back in connection with the Georgia case. 


CITY OF REDDING 


Mr. Invritz. Does the city of Redding have a municipal electric 
system j 

Mr. Dominy. Yes, as I understand from their testimony yesterday. 

Mr. Inprirz. Did the city of Redding write a letter to the Bureau 
indicating it would be willing to accept such unused power subject to 
withdrawal upon 30 to 60 days’ notice ? 

Mr. Dominy. They have written such a letter, and we have replied. 
Weare prepared to discuss service on a temporary basis. 

Mr. Smiru. As I understand it from your previous testimony then, 
you are not going to require, as was indicated by Mr. Dugan’s letter, 
that they have a supplemental agreement ? 

Mr. Dominy. In connection with the temporary service contract, 
Congressman Smith, a different set of circumstances prevail. 

For example, let’s just take a good, cold, hard look at the Redding 
situation, as I understand it. They are getting their entire power 
supply at the moment from the Pacific Gas & Electric Co. They have 
no generating facility of theirown. They have no place to turn to get 
supply, other than either to us on a temporary basis or to the Pacific 
Gas & Electric Co. 

Now, it seems that under those circumstances, I couldn’t very well 
move into the territory of the utility that is serving that area by 
franchise from the State of California, and who is carrying out its 
function as a utility, and take from them a contractor on a temporary 
contract, knowing that at a date indefinite, we would have to withdraw 
service unless that customer has either a definite plan to provide their 
own generation, or has an arrangement with the Pacific Gas & Electric 
Co., or such other company as might be doing business in that area— 
none to my knowledge—that when we give this notice that we have 
to terminate the temporary service, that they have some place to turn. 

Mr. Smirn. I thought you replied to Congressman Moss before and 
said you now agree this is beyond your scope. 

Mr. Domriny. That discussion concerned the permanent contracts. 

Mr. Smiru. What do you think is the difference between the tem- 
porary and permanent ? 

Mr. Dominy. On the permanent contracts, we are serving up to their 
load growth estimate, during the term of the contract. That is the 
basis on which we allotted. 

Mr. Smirn. Where is there any distinguishing characteristic in the 
law in your authority as between temporary and permanent? 

Mr. Domrny. I don’t know that there is any, but I think the set of 
circumstances is different considerably, because I don’t intend to ever 
withdraw the allotment of the contract that I am making with the 
regular allotted customers. 

Mr. Suirn. Are you saying then that in the event that a preference 
customer, such as the city of Redding, makes an application for this 
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power on a temporary basis that you have the discretion to require as 
a condition precedent, that they show you that they have an ayaij- 
ability of power from some other source whenever you do not have 
this power ¢ 

Mr. Domriny. I think it would be quite imprudent to put the Goy- 
ernment in the position of dealing 

Mr. Smiru. But do you have the authority ? 

Mr. Domrny. I think under the sound business principles that go 
with the responsibilities delegated to us, that I would have such au- 
thority. It may not be spelled out line and item in any body of 
reclamation law. 

Mr. SmiruH. When you say “under sound business principles,” js 
this based on the previous answers we had in connection with another 
case here, to the effect that you think that you and P.G & E. are some- 
what in a mutual situation as an integrated system? Is that what 
that is based on ? 

Mr. Dominy. No. That was referring to the nondependable. 

Mr. Smiru. Yes, that is what we are talking about now. 

Mr. Domrny. No; we are talking about firm power that is allotted, 
but not being used by present allottees. 

Mr. Sniru. I see. 

Mr. Dominy. And that power is available during the buildup of 
the allottees’ load growths, and this is what we are discussing, and 
we could make it available to preference customers, but only on a tem- 
porary contract basis. 

Mr. Smiru. Well, this has nothing to do then with P.G. & E.’s inte- 
gration with you in this particular case; only in the case of Cali- 
fornia 

Mr. Domrny. The case California presented was a nondependable 
supply that was available. 








DOES BUREAU HAVE RIGHT TO REQUIRE CUSTOMERS TO HAVE SUPPLEMENTAL 
SOURCE OF SUPPLY AS CONDITION OF SELLING CVP POWER? 


Mr. Moss. I have a question, because we are back in the same area 
where I have expressed my concern before. As nearly as I can deter- 
mine, the philosophy would be the same in both instances. You either 
have a responsibility to insure the people of Redding, or community 
X, that they will have power, or you have no responsibility. The 
responsibility does not change because of the temporary nature of the 
allocation of power. 

I have eB the reference in the law, and I find nothing there that 
differentiates between a short-term or long-term right to preference. 
I think that preference is granted to the customer, and that as long as 
the power is available, that is his legal right. 

Now you are saying that unless he gives you an assurance. In the 
case of the city of Redding, the responsible municipal officials will 
do what they are elected todo. You will not contract with them, and 
by what right do you insist upon dictating to them the manner in 
which they will meet their responsibilities to the people who elect them 
and to whom they are accountable ? 

Mr. Dominy. I would not be in any way dictating the manner. 
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Mr. Moss. You are saying precisely, “Give me assurance that you 
can take care of them.” ‘That is a matter which, in my judgment, lies 
with the authorities of the State of California, and with the local 
authorities, and not with the Bureau of Reclamation. — : 

Mr. Dominy. I don’t want to take on the responsibility of serving 

wer, being the sole supplier of a community, hospitals, iron lungs, 

re departments, and everything else—water systems, sewage sys- 
tems—knowing that it is a temporary contract and that I would have 
to at some point in time with relatively short notice advise them of 
the pulling of the switch, so to speak, as far as the Government power 
js concerned. 

Mr. Moss. All you need is an assurance from them that they are 
not looking to you to discharge any responsibility other than that 
spelled out in the contract. We have utilities in this State that are 
franchised by the State, and they have a utility responsibility, but I 
am not aware of the fact that the Bureau is cast in that role. 

Mr. Domrny. I certainly don’t want to be cast in that role. 

Mr. Moss. But you are assuming that. The minute you assume the 
right to dictate the conditions which will control those officials in 
discharging their responsibilities, I think that is precisely the role 
you are assuming. 

" Mr. Dominy. Now let’s get this straight. I have never indicated I 
was going in any way to tell them how to provide this auxiliary service 
that might be necessary on short notice. 

Mr. Moss. Mr. Commissioner, let’s be realistic. You and I know 
that when you say, “You must give me the assurance of standby supply 
immediately available to take over,” that you can only mean one firm, 
one organization. ‘Therefore, you are giving specific directions. 

Mr. ) aaa No, sir. They could, within the period of this tempo- 
rary contract—I am certain we wouldn’t want to make one that wasn’t 
going to be good for at least a period of a few years—if they want to 
bond themselves and provide their own generating facility, that would 
be one assurance. 

Mr. Moss. Is that now a Federal role, to tell these people how they 
are going to meet this responsibility at the local level ? 

Mr. Dominy. I repeat, I am not telling them how to meet it, and if 
I find that you are correct and I have no legal authority to so provide, 
why, we won’t be putting it in. But we may not be making any tempo- 
rary contracts. I just don’t know. 

Mr. Moss. Sir, if you have the authority, I certainly want to assure 
you that I intend to do all I can to see that it is not left with you very 


long. 

Mr. Dominy. Well, I admire frank talk. 

Mr. Moss. I want to be very frank. I am concerned that we not 
get to the point here where we start dictating every little step of these 
local people who have their legal responsibilities. 

Mr. Dominy. I certainly agree wholeheartedly with that principle. 

Mr. Moss. I am glad of the agreement, but I am puzzled about the 
statement of policy in disagreement. 

Mr. Smrru. In furtherance of this statement that you think you 
would retain the requirement that they give you an assurance, then, 
it is inherent that you are reserving to yourself the right to determine 
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whether or not the assurance is backed up, and this gets into “Arg 
they going to fulfill the assurance?” 

Mr. Domrny. Yes, in the case of temporary contracts, I think we 
should actually have a definite understanding of record. 

Mr. Sarru. So, if somebody comes in and says, “Well, I give you 
assurance we have got this taken care of,” are you then going to say 
“How 2” ’ 

Mr. Domrny. Certainly. 

Mr. Smiru. So you are getting in the area of how. 

Mr. Domrny. I am not telling them they have to do it in any one 
particular fashion. 

Mr. Smiru. But if you reserve to yourself the right to determine 
whether or not the assurance is backed up by something suitable to 
you, you are dictating to them how they can do it; isn’t that true? 

Mr. Domrny. I don’t believe so, no. If they want to tell me that 
under their limits as set by the State of California laws that they can 
bond themselves and that they intend to do so and that they are going 
to supply their own generation and they will have it on the line by 
this date—— 

Mr. Moss. What date? 

Mr. Dominy. By the date we would be estimating as the termina- 
tion of our ability to supply temporarily available firm power. 

Mr. Moss. He was asking why they couldn’t go to the utility any 
time at their own choosing and make their arrangement as they please, 
and I expressed the opinion that is precisely what they should be 
able to do, and it is the responsibility of this State, and not of the 
Bureau of Reclamation. 

Mr. Dominy. My concern aaa is: We move into Redding, 
served solely now by Pacific Gas & Electric Co. I have no assurance 
that if we did that, that the Pacific Gas & Electric wouldn’t dis- 
mantle their substation, wouldn’t remove their ability to serve. 

Mr. Moss. Is that your concern, sir ? 

Mr. Domriny. Well, it is certainly my concern if I am helping by 
a contract. 

Mr. Moss. By what law? I am to the point now where I am suffi- 
ciently intrigued by this that I would like to have you supply me 
with the citations which support your position. We will hola the 
record open at this point to receive those citations. 

Mr. Domrny. I will be glad to examine the general statutes deal- 
ing with my responsibility as Commissioner. 

Mr. Moss. I bet you have great difficulty finding any legislative in- 
tent giving you the powers. 

Mr. Dominy. That may be the case. I have given you here the 
philosophy of my responsibilities, and if it can’t be backed up by legal 
documentation, I will have to change my philosophy. 

Mr. Moss. You realize what extremes we go to in the Congress to 
assure this kind of activity will not take place. 

Mr. Domtny. I cannot agree with you that this is dictation. 

Mr. Moss. I don’t know what else you can call it. “You meet my 
conditions or else.” In fact, the law says you have preference; yet 
you say, if the power is available for a short term, “There is no pref- 
erence unless you meet my conditions.” 
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Mr. Dominy. I would be interested in going into that much more 
carefully, because I don’t know whether that has been interpreted 
either, in terms of our obligation to sell power on a temporary basis. 
I think this needs further study. I am perfectly willing to do it; 
this 1 am making clear to the committeee, and in considering it, I 
feel justified in considering it along the lines I have outlined. But, as 
we get into it, we will certainly need to examine authority and the 
justification for what I now believe to be a justified course. a7 

Mr. Moss. Well, we will hold the record open to receive the citations 
which will support your claim of authority. 

(The Bureau of Reclamation subsequently furnished the following 


memorandum :) 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington, D.C., May 6, 1960. 


MEMORANDUM 


To: Commissioner of Reclamation. 

From: Associate Solicitor, Water and Power. 

Subject: Conditions applicable to temporary power contracts, Central Valley 
project. 

You have asked that I comment on Representative Moss’ request, at the Sacra- 
mento hearing, March 26, that you supply “citations” supporting your position 
on the point under discussion. 

The point at issue is whether the Commissioner of Reclamation would have 
authority to condition sale of temporary, withdrawable Central Valley project 
power to a potential customer such as Redding on that customer’s demonstrating, 
by some appropriate means, an ability to obtain a source of power to meet its 
requirements upon the withdrawal of the Bureau’s supply. In the hypothesis 
under consideration, the customer in question would be receiving no power supply 
from the Bureau other than the temporary supply on a withdrawable basis. 

The colloquy at pages 304-315 of volume 2 of the transcript among yourself, 
Representatives Moss and Smith, and Subcommittee Counsel Indritz sets forth 
at length the difference of views between yourself and Mr. Moss. 

To begin with, the question at issue is not specifically dealt with by the statutes. 
Nor am I aware of any opinions on the subject by the courts, the Attorney Gen- 
eral, or the Solicitor. Consequently, no specific citation can be provided. 

This does not mean, however, that under appropriate circumstances such a 
position as you outlined is beyond the authority of the Commissioner of Recla- 
mation. 

The statutory provisions respecting power marketing on reclamation projects 
do no more than establish a skeleton framework which must be filled in by the 
executive in developing a marketing program. See section 9(c), Reclamation 
Project Act of 1939 (43 U.S.C.A. 485h(c)). Beyond establishment of maximum 
contract length, specifying minimum rate requirements and establishment of 
preference, the statute lays down no particular marketing criteria other than 
the admonition that no power contracts may impair the efficiency of projects 
for irrigation purposes. Nor do other power marketing statutes that might be 
considered under the doctrine of pari materia (41 Op. Atty. Gen. 36), shed any 
particular light upon the problem of power marketing here involved. 

Development and marketing of power is, of course, an activity of great com- 
plexity. Numerous individual situations and conditions of generation, trans- 
mission, and sale must be dealt with. Varying conditions of water supply, of 
superior demands on the available supply, and of user requirement and situation 
are encountered. It is patently a function that does not lend itself to detailed 
legislative specificity. In such a situation, within the broad confines of the 
legislative outlines established by the Congress, the administrator is given 
responsibility to devise solutions reasonably adapted to the particular sitations 
with which he is confronted. 

The requirement for flexibility in the administration of such a program dem- 
onstrates.once again the perceptive wisdom of Chief Justice Marshall and ‘his 
associates who early in our history as a nation recognized a fundamental of 
Government operation in these words: 


59220—60——13 











182 SALE AND TRANSMISSION OF POWER 


“A practical knowledge of the action of any one of the great departments of 
the Government must convince every person that the head of a department, jp 
the distribution of its duties and responsibilities, is often compelled to exercise 
his discretion. He is limited in the exercise of his powers by the law; but jt 
does not follow that he must show a statutory provision for everything he doeg 
No government could be administered on such principles. To attempt to regulate 
by law the minute movements of every part of the complicated machinery of 
government, would evince a most unpardonable ignorance on the subject. Whilst 
the great outlines of its movements may be marked out, and limitations imposed 
on the exercise of its powers, there are numberless things which must be done 
that can neither be anticipated nor defined and which are essential to the proper 
action of the Government” (United States v. Macdaniel, 7 Pet. 1 (1833)). 

The question under consideration, then, is one which must be considered ip 
the light of the particular surrounding circumstances. The question is not what 
the law compels the Commissioner of Reclamation to do. It is, rather, what 
may he do as a matter of policy, should he desire to act, without transgressing 
his statutory responsibilities, 

Electric power is under present conditions a necessity of life. The Commis. 
sioner is not, absent other evidences of assurance, compelled to close his eyes 
to reality. He is entitled, before embarking on a sale of power, to consider the 
consequences of its curtailment or withdrawal upon the customer. In a matter 
so vital, it does not seem unreasonable to require that demonstrable evidence of 
ability be produced rather than require reliance upon unsupported statements 
of intent and of local legal obligation on the part of the governing body of the 
community. In short, the statutes do not take from you the authority to choose 
as between the “ounce of prevention” and the “pound of cure.” You need not 
contract a “marriage in haste” thus risking the possibility of “repentence at 
leisure.” 

Only were you to propose a requirement incompatible with the authority 
vested in the local governing bodies would an issue of interference in local 
affairs arise. Absent such a situation, and it may be noted parenthetically 
that such a situation is not here present, vou are entitled to take in advance 
such reasonable steps as in your judgment would avoid the involvement of the 
United States in a hopeless dilemma at such time as a power supply can no 
longer be made available without conflicting with project operational require. 
ments or the rights of other preference customer contractors. 

This situation is in many respects similar to the problem presented by the sale 
of secondary energy to customers who have a continuing requirement but no 
other source of supply. When such problem arose on the Boise and Minidoka 
projects, the Bureau took essentially the same position you have taken in your 
discussion with Congressman Moss. The Bureau’s position in that situation 
is discussed at length at pages 196-233 of “Hearings Before the Committee on 
Interior and Insular Affairs, U.S. Senate, 85th Congress, 2d session, Concerning 
Coordination of Hydroelectric Projects and Facilities in the Columbia River, 
May 14, 15, and 23, 1958.” 

I do not regard the Attorney General’s July 15, 1955, opinion dealing with the 
preference clause (41 Op. Atty. Gen. 36) as being inconsistent with the fore 
going views. The case dealt with by the Attorney General differs vastly in its 
facts from the situation presented here. I would be loathe to attribute to the 
Attorney General an intention to hold that the preference clause leaves an 
administrator no discretion to meet problems of the nature here presented. As 
a matter of fact, in the opinion itself there is recognition that pronouncements 
of legal conclusions must be considered in the light of the factual situation 
dealt with. Note the Attorney General’s disinclination, evidenced in the next 
to the last paragraph of his opinion, to apply to a different set of facts the views 
set forth in 30 Op. Atty. Gen. 197. 

Whether the position taken in your discussion with Representative Moss is 
a reasonable one turns, therefore, on a consideration of the surrounding circum- 
stances. Action clearly within the authority of an administrator under one 
set of facts may as clearly transgress his authority under another set of facts 
The purpose sought to be achieved is assurance that when it becomes necessary 
to withdraw power the municipality will have had opportunity to obtain an 
alternate supply. For purposes of this memorandum, it is assumed, as was 
the assumption during the colloquy, that a permanent supply is not available. 
A change in that situation would, of course, present a different question. 
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Your letter of May 2 informed Chairman Moss that the California Public 
Utilities Commission was being requested to advise concerning the nature of 
the responsibility, if any, of Pacific Gas & Electric Co. to serve a customer whose 

wer supply from the United States has been withdrawn. The nature of the 
oly received will have an important bearing upon the question of what type 
of assurance should be sought. For the present, and absent a determination 
of company responsibility, your position seems to me to be within your authority 

licable statutes. 
yang Epwarp W. FIsHERr, 
Associate Solicitor, Water and Power. 


Subcommittee note: See appendix G for the correspondence of the subcommittee, the 
B com of Reclamation, and the California Public Utilities Commission concerning the 
oatere of the public utility responsibility of the Pacific Gas & Blectric Co.] 


POWER FOR REDDING 


Mr. Invrirz. In the case of Redding, will there be unused firm power 
of the Central Valley project available in sufficient quantity to supply 
the amount of = requested by Redding, until such time as Trinity 
power is available? 

Mr. Dominy. This is certainly worthy of very careful considera- 
tion. It is entirely possible that we could. By adjusting the existing 
allotments, if the load growth isn’t meeting those anticipated, we 
might find a small allocation for permanent allotment that we might 
assign to Redding, and until Trinity comes on the line, there might 
be enough assurance for the overrun, under the present 450,000 maxi- 
mum, to carry them until Trinity comes in. 

These things, I am perfectly willing to explore. 

Mr. Inprirz. In that easel, just to your side, Mr. Commissioner, is 
a chart showing the amount of hi requested by Redding, superim- 
posed upon the maximum simultaneous integrated demand of all the 
preference customers of the Central Valley project. Do you question 
the accuracy of that chart, which shows that the total amount of 
power requested by Redding, =praee upon the maximum simul- 
taneous integrated demand, is substantially below the 450,000 kilowatts 
of firm power, for at least the next 5 years? 

Mr. Dugan. I have no reason to question the accuracy of that chart. 
I think it is probably a good projection of the load growth. 

Mr. Inprirz. Did you previously say that when Trinity power 
comes on the line, it may be at least 10, and perhaps more years, be- 
fore the problematical San Luis project would take that power away ? 

Mr. Dominy. Yes; that is correct. We anticipate, assuming au- 
thorization this year, that there would be a period of from 8 to 10 or 12 

ears. 

: Mr. Inprirz. Assuming that this chart on the easel, which was sup- 
plied by the city of Redding and a copy of which is in the record, is 
accurate, and assuming that Trinity power will be available for pref- 
erence customers for the next 12 years, is that a sufficiently long 
period of time to indicate the desirability of disposing of such un- 
used power to preference customers requesting it, particularly when 
they include in their request an agreement to have it withdrawn on 
30 to 50 days’ notice ? 

Mr. Dominy. I would consider it so, and that is why we have 
answered—Mr. Dugan checked it with me, and we have answered 

at we are prepared to discuss with them contracting for power. 

Mr. Inprrrz. eas Redding’s minimum requirements are coinci- 
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dent with the maximum integrated peak of your system, do you cop. 
sider that Redding would be an ideal type of preference customer to 
have in order to achieve the policy of selling the maximum firm power 
to preference customers ? 

Mr. Domtiny. Yes; it would look like they would fit into our sched- 
ule very well. 

Mr. Inprtrz. Is there any likelihood that you will reexamine the 
unused allocations prior to the time that Redding is faced with the 
necessity of entering into a new contract with P.G. & E., in view of the 
fact that their contract expires this year in August ? 

Mr. Domrny. Yes; I have already requested the regional director 
to analyze the growth loads of the allottees to see how they are con- 
forming to their estimate on an annual basis, and as soon as we have 
that, it won’t take very long. I am going to be in a position to decide 
if it justifies recommending adjustment in those allotments. 

Mr. Inpritz. Would that be before August of 1960? 

Mr. Dominy. Yes. 


AUTHORITY OF REGIONAL DIRECTOR TO MAKE POWER CONTRACTS 


Mr. Inpritz. Mr. Dugan, when did you become regional director? 

Mr. Duean. I became regional director the 1st of September 1959, 

Mr. Inprirz. What is the extent of your authority with respect to 
the making of power contracts with Central Valley project customers? 

Mr. Duean. I perform the duty as contracting officer. 

Mr. Inprtrz. Do the terms of every power contract have to be 
approved in Washington ? 

Mr. Duaan. Yes, sir. 

Mr. Inpritz. Do you make any power contracts without approval 
thereof in Washington ? 

Mr. Dugan. No, sir. 


REQUIREMENT OF AUXILIARY POWER SUPPLY FOR DIRECT SERVICE 
CUSTOMERS 


Mr. Inprirz. Mr. Dominy, in your statement, you indicated that the 
direct service customers are not accorded the same protection as the 
wheeling customers with respect to this matter of auxiliary supply 
service. Assuming you are correct that that clause is a protection to 
them, rather than a compulsion upon them, why is there such different 
treatment for direct service as compared to wheeling customers? 

Mr. Domtny. Well, the wheeling customers are served over our 
integrated lines with the company clear to their distribution point, 
whereas the direct service customers do come to our line and perform 
the stepdown into their system themselves. 

Mr. Inprrrz. Don’t they have the same need for protection against 
the Bureau’s cutting off additional power to them as a wheeling cus 
tomer would? 

Mr. Dominy. Well, as a matter of fact, they need a similar protec 
tion ; that is true. 

Mr. Invrrrz. Why was this clause made applicable only to wheeling 
customers, assuming it is a protection rather than a compulsion? 
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Mr. Duean. Of course, direct service customers might come onto 
our lines at any time from any point. We do not prohibit the con- 
struction of direct service lines to our trunk facilities. I think that 
the position of the direct service customer, yet unidentified, is consid- 
caity different than the wheeling customer that is known and located 
on the interconnected system of the Pacific Gas & Electric Co. So I 
don’t believe that we could expect that company to assume, sight 
unseen, the responsibility for service to an unidentified customer, and 
we did not so obligate them. That was a matter of negotiation to the 
amendment of the contract. 

Mr. Inprirz. Is the Shasta Dam Area PUD a direct service cus- 
tomer 

Mr. Duaan. Yes; they are. 

Mr. Inprirz. Were they told that before they could have a contract 
they must have an auxiliary supply of power? 

Mr. Ducan. We told them they would have to provide a demonstra- 
tion that they would have an auxiliary supply of power, for their 
own protection. 

Mr. Inprerrz. Doesn’t that, in effect, impose a compulsion upon them 
to go into wheeling contracts with P.G. & E.? 

Mr. Duean. I don’t think so. They might provide their auxiliary 
service by another source, if they so choose. 

Mr. Inprirz. Is there any customer that has any other source than 
P.G. & E. for auxiliary service? 

Mr. Dominy. Well, use SMUD for example. It is building ex- 
tensive power generation facilities of its own, and there is certainly 
no barrier to any of these other preference customers getting into the 
generation business on their own, if they want to undertake that 
approach to the problem. 

Mr. Inprirz. It costs a good deal of money, though, doesn’t it? 

Mr. Dominy. Certainly it does, and a good many cities do it. 


RETENTION OF RESERVE CAPACITY 


Mr. Inprtrz. In your statement, Mr. Dominy, you indicate you 
couldn’t permit customer loads to approach too close to this area of 
450,000 kilowatts. What do you mean by “too closely” ? 

Mr. Dominy. What page are you reading from ? 

Mr. Inprirz. Page 4, ninth line from the bottom. 

Mr. Dominy. We are talking about “without a guaranteed auxiliary 
source available.” 

Mr. Inpritz. What do you mean by “too closely” ? 

Mr. Domryxy. Well, now, read the paragraph entirely, Mr. Indritz. 
Without a guaranteed auxiliary source available, we could not permit 
customer loads to approach too closely. Now, with the guaranteed 
auxiliary service, we can go clear up to the 450,000, but if we didn’t 
have that assurance, with our customers scattered all about, and we 
can’t tell for sure how many lines are going to be run into the system 


in a given month or a given day or a given hour, we might have to put a 
cushion in here. 
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Mr. Invrrrz. My question is based precisely upon my reading of 
that statement, which says, “Without a guaranteed auxiliary source 
available.” That is what my question was. Without the guaranteed 
source available, what do you mean by “close”? In other words, how 
close is “too closely” ? 

Mr. Dominy. Well, I think I will ask Mr. Baker to give you an 
estimate; 2 or 3 percent, or what kind of reserves we would have to 
have without this auxiliary. 

Mr. Baxer. It is very difficult to say whether 1,000 kilowatts is too 
closely, whether 5,000 kilowatts leeway is too closely, or whether some 
other figure is. 

Mr. Inprrrz. Is 40,000 kilowatts too close? 

Mr. Domrny. Decidedly not. We certainly didn’t make this state. 
ment as a response to the argument that we ought to be selling a 
greater portion of the 450,000 available during this buildup period, 
Mr. Indritz; no. 

Mr. Inpritz. Is 20,000 kilowatts too close ? 

Mr. Domrny. I think it would be in the range of 5,000 or 10,000; 
that would be my estimate. 

Mr. Inprirz. So, even with full acceptance of your statement that 
you couldn’t permit loads to get too close, doesn’t this mean that there 
1s a substantial block of firm power which could now be sold ? 

Mr. Dominy. Yes. I think if we want to get into temporary sales, 
there is a substantial block of power that can be sold. 


PRESENT CUSTOMERS AND NEW CUSTOMERS 


Mr. Inprrrz. You indicated in your statement that one of the three 
principles that you try to apply in making allotments is to take care 
of present customers before accepting new customers for service. How 
far into the future do you project the needs of present customers before 
accepting new customers ? 

Mr. Domtiny. As you know, we have been expanding up to this 
point, with Folson and Nimbus coming in not too long ago, and in 
allotting the new supplies, we did allot to the existing customers, 
rather than seek new ones, to take care of their load growth, and I am 
perfectly frank to admit that I am not positive that this is the pre- 
ferred approach to marketing this power which we have in limited 

uantities and which is earmarked by law for preference customers. 

erhaps we were ill advised in pursuing the course that we have. 
Maybe we should have spread it as widely as possible and disposed 
of it immediately upon its availability to first come, first served, and 
give them only what they could anticipate their load growth to be in 
the current year of sale, and then have them rely on other sources 
immediately, rather than as we have done. I am not positive that my 
predecessors in office have pursued the right course. I don’t know 
what I would have done if I had had the responsibility. I haveehad 
it only a few months, but I am certainly willing to consider, as I 
have indicated here, this matter. 
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Mr. Iypritz. Have you read the findings and recommendations of a 
consulting board appointed by the Secretary of the Interior to make 
recommendations for allocations of federally generated hydroelectric 

wer in the eastern area of the Missouri River Basin, in which recom- 
mendations the board or committee stated : 

Your committee believes that as a matter of principle, all preference customers 
in the marketing area are entitled to share in the Federal hydroelectric power, 
and there should be no discrimination between so-called old and new customers, 
except, of course, no allocations previously made should be reduced to accom- 
modate a new applicant. 

Has the Secretary of the Interior disapproved that recommenda- 

ion? 

p 4 Domrny. No, I don’t think he has disapproved it, nor do I think 
the report has been officially adopted as the Department’s policy. The 
report has been made to the Secretary and certain recommendations 
in connection with it are being looked into additionally. 

Mr. Invrirz. Is there any inconsistency between that recommenda- 
tion and your statement of policy that present customers must be 
taken care of before accepting new customers for service? 

Mr. Dominy. The inconsistency would come about by an interpreta- 
tion of how long a period this taking care of refers to. 

Mr. Inprtrz. That was my question initially. 

Mr. Domtny. I say, the inconsistency would come about in interpret- 
ing that. Now, certainly, I don’t think we can—well, let’s take, for 
example, the minute Trinity comes on the line. I don’t think we would 
be carrying out our functions and responsibility if we took the 200,000 
kilowatt availability and contracted it out to first come, first served, to 
meet immediate loads of the people requesting the power. I think it 
would be—at least, that hasn’t been our policy in marketing power 
heretofore. We have given a period of growth potential and allotted 
on that basis. On the other hand, I am not sure that the dependable 
supply that we know is there shouldn’t be portioned out to all claimants 
on a proportionate basis, so that we are serving only a piece of their 
market and they have to have other facilities for the balance. Maybe 
this is the better way to have operated. It isn’t the way we happen to 
have operated heretofore in the Central Valley. I am open-minded 
on it, frankly, Mr. Indritz, and I want to consider this further, that 
since we aren’t a utility, we are here only putting a little frosting on 
the cake, so to speak. Maybe instead of putting the frosting thick on a 
small cake, we ought to spread it as thinly as possible to cover a big 
cake, so to speak. 


I think that is a very good question as to our policy of marketing. 


BUREAU’S “ENERGY BANK ACCOUNT” WITH PACIFIC GAS & ELECTRIC CO. 


Mr. Inprirz. In your statement, you referred to the so-called “bank 
accqunt” which the Bureau has with the P.G. & E. How much credit 
does the Bureau have in this bank account ? 

Mr. Dominy. Mr. Anthony? 

Mr. AnrHony. Approximately 11 billion kilowatt-hours is credit. 

Mr. Inprrrz. Would you say that is a fairly substantial credit? 


Mr. Antony. I would say it is very substantial and very desirable 
for our use. 
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Mr. Inprrrz. Would it probably last a very considerable length of 
time in supporting firm load ? 

Mr. AntHony. Yes, it would. 

Mr. Inprrrz. How long a period of time do you estimate? 

Mr. Anruony. Well, it depends on San Luis to a large extent ag 
to the amount of purchase power we will buy. However, this jg 
accumulated over the past 10-year period, and depending on the cop. 
sumption in San Luis, I would say it would be depleted in approxi. 
mately 10 years. 

Mr. Inprirz. Since the San Luis unit wouldn’t consume the Trinity 
power for another 10 or 15 years, adding that 10-year period would 
come to about 25 years, wouldn’t it ? 

Mr. Domriny. It is possible, let me point out, if we get adverse water 
years—for instance, from March 1955, through February 1960, we 
have taken from that bank account 411,200,000 kilowatt-hours, 

Mr. Inprrrz. That is in a period of 6 years, did you say? 

Mr. Dominy. March of 1955 through February 1960. 

Mr. Inprirz. That is 6 years. 

Mr. Domrny. So it depends entirely on circumstances beyond our 
control. 

Mr. Inprirz. Did you say 400 million kilowatts in 6 years? 

Mr. Domriny. 411,200,000 kilowatts. 

Mr. Inprirz. Out of a bank account of 11 billion ? 

Mr. Domriny. Yes. 

Mr. Smirn. At that rate, it will take at least 100 years, wouldn’t it? 
That is less than 1 percent a year. 

Mr. Dominy. With San Luis on the line, this would be a lot differ- 
ent, of course. 

Mr. Suiru. But San Luis—you are talking about something that 
isn’t even through Congress; it is very speculative. But, as the pres- 
ent thing is set up, that is at least a 100-year bank account. 

Mr. Ducan. We haven’t fully explored all the ways and means of 
using this bank account. San Luis is a long way off, but in the 
interim, we are bringing in the Trinity project. We think that might 
be very helpful in marketing and sales of Trinity power. 

Mr. Inprrrz. Mr. Dominy, you mentioned in your statement that 
the Bureau has given 

Mr. Moss. I wonder if we might first develop this, because we keep 
talking about how we are going to exhaust this. At what rate does 
it accumulate ? 

Mr. Anruony. The rate that is accumulating now is diminishing. 
For example, in this last fiscal year, our record shows that we sold 
approximately 300 kilowatt-hours to Pacific Gas & Electric. As our 
customer loads increase, the sales diminished to P.G. & E. 

Mr. Moss. Well, I think you might be a little bit more helpful to 
me if you will tell me at what rate it accumulates annually. You 
have quoted an 11-billion-kilowatt bank account. At the rate of how 
many millions of kilowatts does it accumulate ? 

Mr. Antuony. Mr. Moss, I don’t have the tabulation on the bank 
account accumulation, but I will supply it for you. 

Mr. Moss. Fine. We will hold the record at this point to receive it. 
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(Subsequently the Bureau of Reclamation furnished the following 
tabulation on the bank account accumulation mentioned above :) 


DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, REGION 2 


— 


Central Valley project—Record of energy bank account accumulation 


[snare 





Cumulatve 
Sales to Purchases balance in 
Year P.G.&E. (|from P.G. & E.) energy bank 
kilowatt-hour | kilowatt-hour account, 
kilowatt-hour 
—_—_—_—————— 
ONAL, Nicesknecndocdincctennnpenacersspepnaceyssnns 46, 641, 009 0 46, 641, 009 
1952. .-------------------------- Shteh00seGiaeegeddencae 2, 382, 373, 469 0 2, 429, 014, 47 s 
PIII ion dniniin ddadenscscvedndsces~docdiinddonenee | 1,869, 534, 159 0| 4,298, 548, 637 
Ts Rensttiancincthineleersenentlebrierkopintiel | 1, 543, 670, 788 0 | 5,842, 219, 425 
1955. .-------------------------------------------------- 575, 330, 430 38, 874, 934 6, 378, 674, 921 
EEE, 465 bonks secpaneiaespcpsing—niiteb a kesanegee’ | 1, 447, 808, 707 0| 7,826, 483, 628 
te nniehoupedydoenscsne ecco tama sates | 1, 071, 749, 545 49, 304,824 | 8, $48, 928, 349 
NEES, S523 oes anewadccecbedthbdonssdaaninen | 1, 794, 667, 132 | 0 | 10, 643, 595, 482 
cascada chan ais desadeneee neattenioe Bacio | 564,936,917 | 225, 242,869 | 10, 983, 289, 529 
TE oe pte aadbobte cies patindcmacasisasepecséeuant 11, 296, 712, 156 | 313, 422, 627 10, 983, 289, 529 





Mr. Moss. What is the dollar value of this bank account ? 

Mr. Anruony. The dollar value of the bank account at the present 
time is $27.976,111.11. 

Mr. Moss. Does this bank account, which I assume represents power 
used by P.G. & E., and therefore credit created to the account of the 
Bureau—does it have any interest increment of any type? 

Mr. AntHony. No, sir; no interest of any kind. 

Mr. Moss. Then we have a $27 million credit which has been util- 
ized and disposed of at a profit, properly so, which in effect, if it draws 
no interest, is an interest-free loan or advance of major proportions. 

Mr, Duean. We think this bank account gives us a reservoir of 
energy that we will need to draw upon as the years go by. 

Mr. Moss. Mr. Dugan, I don’t challenge that gives you a very val- 
uable asset, but I want to point out that there has been great stress 
here on the advantages to the Bureau from the contractual arrange- 
ments with the P.G, & E., and I don’t deny that there are those ad- 
vantages, but I would point out that in all realism, they are offsetting 
advantages to the P.G. & E., or the agreement would not have been 
reached. It is a company that is very prudently managed, and it is 
not going to give you something without an offsetting advantage. 

Now, we have isolated a $27 million advantage which does not yield 
any additional increment to the Government, and it may take 25 years 
if we stop accumulating to exhaust it. 

Mr, Ducan. May I point out that as our water demands grow on 
the Central Valley project, we are producing less and less energy, be- 
cause of the mandatory requirement for irrigation and municipal and 
flood control operations of these facilities, and it is that diminution of 
energy that is going to result in our requirement to draw back from 
this bank account a substantial block of power. That is, in our opin- 
lon, a very good price as compared to what we would have to pay if 
we had to go out on the open market and purchase it. 

Mr, Moss. There is mutual advantage, but I still point out this is 
one account that doesn’t draw any interest, and that the benefit to 


the one party has already been realized. We don’t know when the 
benefit will be realized by you. 
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Mr. Duaan. Your point is well taken. In contractual negotiations 
of this type, there must of necessity be advantages to both parties, 

Mr, Smiru. Mr. Chairman, I just might observe here that at 4 per- 
cent interest, that would be over a million dollars a year, and ag J 
figure this roughly in my head, that means that that alone is about 
10 cents per kilowatt for the amount you have been drawing out, go 
you would be a lot better off to get the interest and pay for the kilo. 
watts when you get them. : 

Mr. Baxer. I want to be sure that there is not a misunderstanding 
here of what this bank account is. There seems to be a view from 
the Chair that this represents an indebtedness which is owed by the 
company to the Bureau for energy which the company has received, 
It is not that. The Bureau has been paid by the company for every 
kilowatt hour that has been delivered to the company for its use, 
This is simply a paper tabulation of the amount of energy which 
has been sold to the company during the past 10 years, and which 
under the contract when we need supporting energy to support our 
sales to the preference customers, which is not available on the project 
from the project water, that we have the right to call upon the com- 
pany in its support of our system for them to supply us energy at 
a specified cost. 

Mr. Moss. Well, if you will just hold for a moment. I asked your 
ower consultant here for the dollar value. Now, if it had been paid 
or, then it has no dollar value as a reserve account. If there is a 

misunderstanding, it is in the record as a result of his response to 
the Chair and not as a result of any misconstruction on the part of 
the Chair. I am certainly happy to have the record put straight, 
but I wanted it perfectly clear that it was not the error of the Chair. 

Mr. Domtny. I agree fully with what you just said, Mr. Moss. I, 
too, had the feeling that the reply to the question was incomplete 
and misleading, and it was for that reason I asked Mr. Baker to give 
the remaining part of the story, and I think we now have that cleared 
up. It is a bank account which has already been paid for, and we 
can, however, draw against it as we pay them. 

Mr. Moss. As you pay them ? 

Mr. Smiru. Obviously, though, this is a net figure he is giving, 
because after all, if you take 11 billion times 8, you come up with 
about 10 times that much money, so this must be a net evaluation 
after all these things are taken into consideration. 

Mr. Dominy. Let’s get abundantly clear now. Is there any power 
in the bank account that has not been paid for by P.G. & E.? 

Mr. Antuony. No. This is merely a tabulation of the amount of 
energy sold to P.G. & E. on which we can draw, and the exact figure 
of the sales account as it now stands is 11,296,712,156 kilowatt-hours. 

Mr. Smrrn. You say 11 million or billion ? 

Mr. Antuony. 11 billion. 

Mr. Smrru. And by what factor do you multiply ? 

Mr. Anruony. That was paid for on the basis of 2.476 mills. 
This also is excluding the cost of the capacity. This is the payment 
for the energy only. 

Mr. Barry. Will the gentleman yield? 

Mr. Suiru. Yes. 
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Mr. Barry. In other words, the boot is on the other leg. The Bu- 
yeau has gotten the money and P.G. & E. has no interest. So this 
is a great gain to the Government, is it not ? 

r, Domrny. Well, they have had the use of the power and sold it 
and in that process have realized some profit undoubtedly. On the 
other hand, we have had the payment and also the assurance that as 
we need to purchase energy to firm up our operations, we have that 
availability. ; 

Mr. Moss. What will you pay for it? 

Mr. AnrHony. The rate that we will pay is 2.848 mills. 

Mr. Moss. And then you will pay, oh, what—a tenth of a mill in 
addition ¢ 

Mr. Antuony. Well, that figures out 15 percent over what they 

id us. 

Per. Barry. But if you hadn’t had this contract, this power would 
have been wasted, would it not ? 

Mr. Moss. Well, now, that is an assumption. If we hadn’t had the 
contract, I assure you we would have had transmission lines, and be- 
cause it would have been so flagrantly uneconomical, no one would 
have countenanced it. The gentleman’s conclusion is not in accord- 
ance with the historical facts. 

Mr. Barry. But, inasmuch as the system is operating the way it 
is, it saves 85 percent of excess power used in any one day; is that 
correct ? 

Mr. Antruony. Yes; that is correct. 

Mr. Smiru. Suppose you use up this 11 billion and you need 11 bil- 
lion more. Will you get it from them at dump rates, the 11 billion? 

Mr. Antruony. No, sir. Once this account is depleted, we won’t 
get it for this price. We will not get it for the average price of what 
we deliver to them. In other words, what I am trying to say to you, 
Congressman, is this: If we call on this power today, it is being gener- 
ated on, say, $3 oil as compared with $1.60 oil 10 years ago. 

Mr. Smrru. No, I didn’t mean to ask what the rate will be at that 
time, but whatever dump rates are, do you have a right to borrow 
from them 11 billion if you need it? 

Mr. Antuony. No, sir; we do not. As long as we have an energy 
credit in the bank account, we can purchase energy from the com- 
pany at rates specified by contract. 

r.Smirn. That is all, I think. 


DOES P.G. & E. HAVE OBLIGATION TO PROVIDE AUXILIARY POWER? 


Mr. Invrirz. Mr. Dominy, under the Bureau’s contract with 
P.G. & E. concerning the auxiliary supply arrangements that you 
want the preference customers to assure you of, is there any obligation 
on P.G. & E. under that contract to enter into such supplementary 
contract with the customer ? 

Mr. Domrny. In the case of preference customers to which we wheel, 
we have a contractual commitment on the part of P.G. & E. to pick 
up such auxiliary service as the customer needs, at such time as the 
customer wishes to contract with P.G. & E. for it. 

Mr. Invrrrz. Does it say: “* * * under such terms and conditions 
as may be agreed upon by the contractor and such customer”? 
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Mr. Dominy. Yes; certainly. 

Mr. Inpritz. In essence, doesn’t that clause leave the matter of enter. 
ing into an agreement completely within the discretion of the P.G, & 
E., and thus it is not an obligation at all? 

Mr. Domrny. It is an obligation to contract. 

Mr. Inprrrz. Isn’t it at most only an obligation to negotiate? 

Mr. Dominy. Well, it is an obligation to pick up the load. At what 
terms is something beyond our responsibility. 

Mr. Inprirz. But aren’t they completely free to require any kind of 
terms they want to? 

Mr. Dominy. Well, within the limitations of the controls they oper- 
ate under with the State of California. Now, there is a utility com. 
mission to which they are responsible. 

Mr. Moss. The subcommittee will now adjourn for lunch. We will 
come back at 2:15. 

(Whereupon, at 12:55 p.m., the subcommittee recessed, to reconvene 
at 2:15 p.m., same day and date.) 


AFTERNOON SESSION 


(Pursuant to the expiration of the noon recess, the subcommittee 
reconvened at 2:25 pe 
Mr. Moss. The subcommittee will be in order. 


INCREASE IN PROJECT DEPENDABLE CAPACITY RESULTING FROM TRINITY 
POWERPLANTS 


Mr. Inpritz. Mr. Dugan, did I understand you previously to say 
that about 280,000 kilowatts of dependable power would be developed 
from the Trinity project ? 

Mr. Dugan. Yes, sir. 

Mr. Invrirz. How much of that power would be firm to preference 
customers ? 

Mr. Duean. I am sorry, sir? 

Mr. Inprirz. How much of that power would be firm to preference 
customers ? 

Mr. Duaan. Well, that has not been determined as to specifically 
how much would be available for what purpose. We have not at- 
tempted to allocate this power at this time. 

Mr. Inprirz. Well, by how much would it firm the dependable power 
of the Central Valley power project? Would it be increased by 280,000 
kilowatts ? 

Mr. Duean. By 280,000 with the understanding that some 80,000 
kilowatts would not be supported by energy 

Mr. Inprirz. Who would get those 80,000 kilowatts? 

Mr. Ducan. That we have not yet determined. It might only be 
salable to someone like the P.G. & E. Co., in view of its lack of energy. 

Mr. Inprrrz. Only 200,000 kilowatts would be supportable? 

Mr. Duean. That is correct; supportable with energy. 

Mr. Inprirz. Is that because there is a lack of energy to support it! 

Mr. Duaan. Yes, sir. 
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Mr. Inprrrz. Have you taken into account the 11 billion kilowatt- 
hours of the bank account energy in arriving at that conclusion ? 

Mr. Duean. We haven’t gone into detailed studies of how we might 
use the bank account in connection with dependable capacity at 
this time. wer ; 

Mr. Invrttz. If the bank account energy were utilized in supporting 
the 80,000 kilowatts, wouldn’t that make the dependable power for the 

reference customers 

Mr. Duean. If it were usable for that purpose, that might partially 
help in making it dependable. But one must realize also that as our 
project grows and expands, we are dedicating our water supply more 
and more to the primary purposes and our energy that is associated 
with the project power capacity is diminishing, so that the extent to 
which the bank account energy may become available for supporting 
Trinity power is not certain. 

Mr. Inprirz. Isn’t there an energy bank account of 11 billion kilo- 
watt-hours available? 

Mr. Ducan. Yes, sir. 

Mr. Inprirz. Isn’t that a pretty sizable chunk of energy? 

Mr. Duaan. Yes, sir. 

Mr. Inprirz. Why couldn’t it be utilized to support that 80,000 
kilowatts / 

Mr. Duean. Well, I thought I explained that to you; that we are 
not certain as to the amount of support we might need for our total 
Joad. With the Trinity project, we will have in the neighborhood 
of 650,000 kilowatts of dependable capacity, but we will have to have 
energy to go with it. 

Mr. Inprirz. Are you saying that the 11 billion kilowatts bank 
account is insufficient / 

Mr. Duean. It perhaps would be in its entirety ; yes, sir. 

Mr. Inprirz. Has this matter been discussed with the Pacific Gas 
& Electric Co. in determining the increase in dependable capacity of 
the Central Valley project ? 

Mr. Ducan. No, sir; we haven't entered into discussions or negotia- 
tions with the Pacific Gas & Electric Co. up to this date. 

Mr. Inprirz. Do you plan to do so? 

Mr. Ducan. We plan to do so in the near future. 

Mr. Inprirz. Would advance notice be needed for preference agen- 
cies as to the amount of this increase, so that they will be in the posi- 
tion to make application for such ? 

Mr. Ducan. Well, I think so, and I think that the preference agen- 
cies are quite well informed of the amount of Trinity power that is 
available. Of course, the availability is contingent upon the authori- 
zation of the San Luis unit. 

Mr. Inprirz. Has the San Luis unit yet been authorized ? 

Mr. Duean. It has not yet been authorized, but it has been recom- 
mended by the Secretary for authorization and has been before the 
Congress for a considerable time. 

Mr. Inprirz. Do you believe that the discussions with the P.G. & E. 
on this matter of increase of dependable capacity will have been com- 
pleted, let’s say, a year before the power is available on the line? 
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Mr. Domrny. Yes; I do, indeed, Mr. Indritz. As soon as this Con. 
ress has concluded this session, we will know, of course, whether the 
an Luis unit of the Central Valley project has or has not been ay- 

thorized. In either event, and with the nowledge of that action b 

Congress, I think we have to get into some definite plans as to the 
disposition of the Trinity energy, and we will be undertaking some 
definite arrangements based on the action of the Congress this session 


in connection with San Luis. 
COSTS OF WHEELING TO SACRAMENTO MUNICIPAL UTILITY DISTRICT 


Mr. Inprirz. Mr. Dugan, in the letter that you transmitted to the 
committee on January 8, 1960, in response to Chairman Dawson’s re- 
quest, certain tables were attached. One of those tables was table A. 
Would you please turn to table A ? 

Mr. Duaan. Yes, sir. 

(The table referred to is as follows :) 
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Mr. Inprrrz. Does table A contain data concerning power from the 
Central Valley project delivered each month to Sacramento Municj- 
pal Utility District by wheeling for the 12-month period beginning 
January 1955 and ending December 1955 ? 

Mr. Duaan. Yes, sir. 

Mr. Inprirz. How much was the sum of the Bureau payments to 
P.G. & E. for wheeling, in column 5, for that period ? 

Mr. Dugan. For that period, it was $967,215.36. 

Mr. Inpritz. Now how much of that sum was reimbursed by Sacra- 
mento Municipal Utility District to the Bureau ? 

Mr. Dugan. $61,118.48. 

Mr. Inprrrz. How much then was the amount that the Bureay 
absorbed ? 

Mr. Dugan. $75,518.07. 

Mr. Inpritz. Where do you get that figure of 75,000? If you sub- 
tract $61,118.48 from $967,215.56 wouldn’t it come out to $906,096.88? 

Mr. Dugan. I am sorry ; $906,000. 

Mr. Inprrrz. Isn’t it $906,096.88 ? 

Mr. Dugan. Yes, that is correct. 

Mr. Inpritz, What was the value of the kilowatt-hours delivered by 
the Bureau to the Pacific Gas & Electric Co. as transmission losses in 
wheeling the power over the P.G. & E. lines? 

Mr. Duean. $53,—53,088 kilowatt-hours, excuse me. 

Mr. Inprirz. No, I asked for the dollar value. 

Mr. Duaan. That is $228,101.74. 

Mr. Inprirz. How much of this amount was reimbursed by the 
Sacramento Municipal Utility District to the Bureau ? 1 

Mr. Duean. $33,483.83. 

Mr. Inprrrz. How much loss expressed in terms of the value of 
the kilowatt-hours delivered, was absorbed by the Bureau ? 

Mr. Duean. $195,000, approximately. 

Mr. Inprirz. Would it be $194,617.91 ? 

Mr. Duean. Yes, sir. 

Mr. Inprirz. Would the total amount absorbed by the Bureau, that 
is, the $906,096.88, plus the $194,617.91, total $1,100,714.79 ? 

Mr. Duean. I believe it would total to that; it is very close. 

Mr. Inprirz. Well, is that the correct figure ? 

Mr. Duaan. Yes, that would be correct, I am sure. 
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Mr. INDRITZ. What is the total of the amounts that the Sacramento 
Municipal Utility District reimbursed to the Bureau? You stated 
two separate figures of $61,118.48 and $33,483.83. 

Mr. Duean. About $94,000. 

Mr. Invritz. Would that total be $94,602.31 2 

Mr. Duean. Yes, sir. 

Mr. Inprrrz. Is it then correct to say that during the year 1955, the 
Bureau absorbed, as its cost of wheeling, $1,100,714.79; and that the 
Sacramento Municipal Utility District incurred additional costs of 
$94,602.31 for the wheeling ? 

Mr. Duean. Yes, sir. 

(The following is the summary of the figures referred to above :) 


SUREAU OF RECLAMATION 


Cost of wheeling power to Sacramento Municipal Utility District over lines of 
Pacific Gas & Electric Co. in calendar year 1955 


lcost reimbursed 
| by Sacramento 
} Cost absorbed Municipal 
| by Bureau | Utility District 
| to Bureau 


Bureau payments to P.G. & E_._- wo-e------. prominin oe $00 Sa Oe | ..ccconmanuabuae 
Amount reimbursed by Sacramento Municipal Utility District to Bureau. 61, 118. 48 $61, 118. 48 
Amount absorbed by Bureau__.__--. Junitieatpidala sailed O00, COR BO ie... cccche ae 
Value of power and energy (53,088,432 kilowatt-hours) delivered by Bureau | = 
to P.G. & E. as “‘transmission losses’’ in wheeling over P.G. & E. lines_} 228, 101. 74 |_.....- baad 
Amount reimbursed by Sacramento Municipal Utility District to Bureau 33, 483. 83 | 33, 483. 83 


Amount absorbed by Bureau_--_--- awk Shs, tig eieseicaceipneecionen 194, 617. 91 


Bureau’s total net wheeling cost__...........-..- aatetacl 1, 100, 714. 79 | 
Sacramento Municipal Utility District’s total wheeling cost ____. Samal 


: dent 94, 602. 31 





Nore.—Billing demand ranged between 147,000 kilowatts to 194,203 kilowatts; total kilowatt-hour 
was 913,880,503, with monthly average of 76,156,708 kilowatt-hours. 


Mr. Inpritz. Now would you turn to table B, attached to that same 
letter of January 8, 1960, that was transmitted by the Bureau to the 
committee ¢ 

Does table B contain data concerning power from the Central Valley 
project delivered each month by the Bureau of Reclamation direct] 
to the Sacramento Municipal Utility District since July 1, 1957, 
through November 1959 ? 

Mr. Ducan. Yes, sir. 

(The table referred to is as follows:) 
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Mr. Inprirz. During this 29-month period, did the billing demang 
of the Sacramento Municipal Utility District range between 200,993 
kilowatts in May 1958 toa high of 283,394 kilowatts in August of 1959) 

Mr. Duean. Yes, it did. : 

Mr. Inprirz. Were the total kilowatt-hours delivered to SMyp 
during this period 3,103,628,079 ? 

Mr. Duean. Yes, sir. 

Mr. Inprirz. During this period, from July 1, 1957, to November of 
1959, was the power delivered to the Sacramento Municipal Utility 
District wheeled, or was it transmitted by direct service? 

Mr. Duean. It was by direct service. 

Mr. Inprirz. What was the amount that the Bureau would have 
paid to the Pacific Gas & Electric Co. if that power had been wheeled 
as shown in column 6? 

Mr. Dugan. $3,103,628.10. 

Mr. Inprirz. What was the value of the kilowatt-hours which this 
Bureau would have delivered to the Pacific Gas & Electric Co, as 
transmission losses if the power had been wheeled ? 

Mr. Dugan. $632,125.84. 

Mr. Inprrrz. How much would have been the Bureau’s total cost 
for wheeling; namely, the amount the Bureau would have paid in 
money and in the value of the kilowatt-hours? Would that be $3. 
735,753.94? 

Mr. Dugan. Yes, sir, that is correct. 

Mr. Inprtrz. Did the Sacramento Municipal Utility District get an 
additional 5-percent discount during this period, in connection with 
the delivery of the CVP power by direct service to the Sacramento 
Municipal Utility District ? 

Mr. Duean. Yes, sir; they did receive an extra 5-percent discount. 

Mr. Inprrrz. How much did that 5-percent discount come to? 

Mr. Duean. $702,529.56. 

Mr. Inprirz. Did the Bureau devote any items of Bureau property 
to facilitate the direct service to the Sacramento Municipal Utility 
District ? 

Mr. Duaan. Yes, sir; they did. 

Mr. Inprirz. What was the capital cost of those items of Bureau 
property ¢ 

Mr. Dugan. I will have to gather those figures together, Mr. 
Indritz. Yes, sir; we have that material. 

(The items of Bureau property referred to are listed in the follow- 
ing excerpt of a letter to Hon. William L. Dawson from the Bureau of 
Reclamation, Department of the Interior, region No. 2, Sacramento, 
dated January 8, 1960 :) 
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I. Sacramento Municipal Utility District 


4, The CVP has incurred the following cost in providing direct service to 
sacramento Municipal Utility District : 


Item : Amount 
(a) Original value of land at Elverta switchyard (10 acres) 
licensed to Sacramento Municipal Utility District for 230- 
kv. bus *--..----------------------------.--------- pee $1, 743 
(b) Capacitor bank on Sacramento Municipal Utility District 69- 
kv. bus at Elverta switchyard___.....__________.______ 477, 200 
(c) Certain revenue metering and telemetering facilities at Fol- 
eh OS TEA VOS Be Sng 3 qesepebnne ct ealiemmermeoaige pia capeinegnty 124, 400 
(d) Material and installation costs of certain 115-kv. switchgear 
SE I cr pects ir ceretscorsnainesi de lingnnn son uaeninnegecigiemioenediet eames 148, 200 
(e) Original cost of right-of-way (18 miles) granted to Sacramen- 
to Municipal Utility District for Elverta-Perkins 115-kv. 
BG pl oteceet ite apemen pina oneiiemnmnnigne tinea ltenatin 71, 000 
RNR gcse ca ect cencscnsan nena ancpeediege oan napaiattrtetiancem eee eae 822, 543 


(f) Additional 5 percent discount to Sacramento Municipal Util- 
ity District from February 1956 through November 1959__ 935, 233 


1License granted without charge for exclusive use of approximately 10 acres of Elverta 
switchyard land and of 18 miles of transmission right-of-way, together with access rights 
and privileges from Elverta to Perkins in a contract dated Oct. 28, 1954, implementing 
par. 4(c),of power sales contract No. 14—06—200-290. 


Mr. Inprirz. How much was the capital cost of the Bureau property 
devoted to assisting and providing direct service ? 

Mr. Duean. $822,543. 

Mr. Invrrrz. In determining the value of the property during that 
99-month period, would it be a proper computation to amortize its 
value over a 40-year period ? 

Mr. Duean. Well, we haven’t so evaluated, Mr. Indritz. 

Mr. Invrtrz. I understand you have not, but I asked, would it be 
proper to do so ? 

Mr. Duean. That I can’t answer. 

Mr. Iyprrrz. In the letter that the Bureau transmitted, the capital 
cost items are simply shown in total, are they not ? 

Mr. Dugan. Yes, sir, that is correct. 

Mr. Inprirz. Now, in computing the value of the costs of wheeling 
over a 29-month period, wouldn’t it be proper to show the capital items 
on an amortized basis for 29 months, rather than the entire amount of 
capital value ? 

r. Dugan. For the 29 months, I believe that would be satisfactory. 

Mr. Invrrrz. Let me put the question just a trifle differently. Would 


it be improper to amortize the capital cost of those facilities on a 40- 
year basis ? 
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Let me say that I am disregarding the fact that two of the items of 
Bureau property are land, which is not usually amortized at all, But 
assuming that the land is also properly amortizable, is a 40-year basis 
an adequate basis ? 

Mr. Duean. I would say not improper. 

Mr. Inprrrz. Would it be acceptable, if used ? 

Mr. Ducan. It depends upon the purpose of your usage. 

Mr. Inprirz. For the purpose of determining their value for a 29. 
month period. 

Mr. Domrny. Are you seeking here, Mr. Indritz, a value figure to 
evaluate the advantages of the wheeling arrangement as compared, for 
example, to Federal construction of transmission lines to supply the 
service ? 

Mr. Moss. No. I will answer that. We are attempting to evaluate 
wheeling as opposed to direct service. 

Mr. Domrny. I see. 

Mr. Inprrrz. Now, taking your previous answer that it would not 
be improper to amortize on a 40-year basis, what would be the 99. 
month amortized value of the items of Bureau property used in con- 
nection with the direct service to SMUD? 

Mr. Ducan. Well, I have not computed that, Mr. Indritz. 

Mr. Inprtrz. Would it help any if you were to look at this sheet of 
ere which refers to the total capital value of the property, the 

actors that were used, and the annual cost times the factor for 29 
months? 
(The data referred to follows :) 


I. Savings realized by the Bureau of Reclamation during 29-month' period 
from July 1, 1957, through Nov. 30, 1959, by delivering Bureau power directly 
to Sacramento Municipal Utility District instead of by wheeling such power 
over lines of Pacific Gas & Electric Co. 


Amounts unreimbursed to Bureau: 
1. Net amount Bureau would have paid to P.G. & B. if the 
power maa Deen wheeldG...— 3 ee, eee eee 
2. Value of power and energy which Bureau would have de- 
livered to P.G. & E. as “transmission losses’ if the power 
es iis IOOINE..4 cnn ced li cabtindieertnncnwcitbel sees 632, 125. 84 


Bureau’s total unreimbursed cost for wheeling__..._-~-_- 3, 735, 753. 94 


Less: 
1. Dollar amount of 5 percent discount on Bureau’s billings 
to SMUD (allowed for use of facilities constructed by 
SMUD to receive Bureau power directly) ------_--------- 702, 529. 56 
2. Cost for 29 months of amortizing (over 40 years, at partial 
payment factor of 0.043) various items of Bureau prop- 
erty amounting to $822,543 used to provide direct service 





to SMUD (annual cost of $35,369.35 x 2.4166) _-___-_---_-- 85, 473. 57 
Natale acca inhale niece ias ic nalstiadileial 788, 0038. 18 
Net savings to Bureau during 29 months (July 1, 1957- 

I ga nicl hace hak Dacia tte dies oats enti laine 2, 947, 750. 81 
Average monthly savings over 29-month period___.--------- 101, 646. 58 


1During this 29 months’ period, SMUD’s billing demand ranged between 200,993 kilo- 
watts (May 1958) to 283,394 kilowatts (August 1959); total kilowatt-hours was 
8,103,628,079, with monthly average of 107,021,657 kilowatt-hours. 
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II. Average monthly data when SMUD uses full present allocation of 290,000 
kilowatts at present load factor of 61.4 percent (129,983,800 kilowatt-hours 
monthly ) 


ts unreimbursed to Bureau : 
am Net amount Bureau would pay for wheeling if the power 


SI WI i ah cect Sci cade meena dinar enna $129, 983. 80 

2. Value of power and energy Bureau would deliver to P.G. & EB. 
as “transmission losses’ if the power were wheeled____-_--_- 26, 516. 70 
Bureau’s monthly unreimbursed cost of wheeling_______-- 156, 500. 50 


1. Dollar amount of 5-percent discount on Bureau’s billings to 

SMUD (allowed for use of facilities constructed by SMUD to 

wanes pureat power directly) ..............~.2..l J 29, 528. 38 
2. Monthly cost of amortizing (over 40 years, at partial pay- 

ment factor of 0.043) various items of Bureau property 

amounting to $822,543 used to provide direct service 

I a ih as ein eke ein onde aicarmnneb oven cone ias ipetigeiah apiece a 2, 947. 45 


BI al ark t Sc caslovienarshiisacinbneertetidahestguniagelibb-acettias 82, 475. 83 


alse Siig pes a ea 124, 024. 67 
Mr. Duean. That would appear to be approximately correct. 
Mr. Invrrtz. Is it correct? 

Mr. Dugan. Mr. Indritz, the paper you have presented me is your 
calculation, and I am looking at it. I see that you have made a 
computation of costs for 29 months with amortizing over 40 years at 
partial payment factor of 0.043, various items of Bureau property, 
amounting to $822,543, used to provide direct service to SMUD. 
You have multiplied that out to get a figure of $85,473.57. 

Mr. Inpritz. Would you, for the purpose of the next few minutes 
of discussion, accept that as correct, and we will leave the record open 
so that if you find this is substantially incorrect, you will supply your 
correction and it will be included in the record. 

Mr. Ducan. Yes, sir. 

(Subsequently the Bureau of Reclamation furnished the following 
statement) : 


Net monthly savings to Bureau 


The computations referred to above have been checked and were found to be 
correct. 

Mr. Inpritz. Now what would be the total value of the 5 percent 
discount plus the 29-month amortized value of the Bureau property, 
both of which items presumably represent a cost to the Bureau in 
providing direct service to SMUD and would not be incurred if the 
power were wheeled ? 

Mr. Dugan. $788,003.13. 

Mr. Inprirz. Now, take the figure you have just mentioned as the 
Bureau’s cost for direct service and compare it with the Bureau’s 
total cost for wheeling, what would be the difference, that is, the net 
cost to the Bureau during the 29-month period from July 1, 1957, to 
November 30, 1959, as its cost for wheeling ? 

Mr. Duean. Well, your figures show $2,947,750.81. 
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Mr. Inprirz. Have you any question as to its accuracy, subject, of 
course, to the reservation we made as to the 29-month amortization! 

Mr. Duean. No, I don’t question the accuracy of your computation, 

Mr. Inprrrz. What has been the Bureau’s average monthly savings 
over this 29-month period as a result of SMUD’s having been on direc 
service ? 

Mr. Dugan. $101,646.58. 

Mr. Inprirz. Did your table B contain any data showing the ay. 
erage monthly data when SMUD uses its full present allocation of 
290,000 kilowatts at its present load factor of 61.4 percent? 

Mr. Dugan. Yes, sir, it did. 

Mr. Inpritrz. What was the total number of kilowatt-hours monthly 
in that computation ? 

Mr. Dugan. 129,983,800 kilowatt-hours. 

Mr. Invritz. How much would the Bureau have paid for wheeling 
that power if the power were wheeled ? . 

Mr. Dugan. $129,983.80. 

Mr. Inprirz. What would have been the value of the kilowatt-hours 
the Bureau would have delivered to the Pacific Gas & Electric Co, as 
transmission losses if the power were wheeled ? 

Mr. Ducan. Do you want that in dollars? 

Mr. Inprirz. In dollars, please. 

Mr. Duean. $26,516.70. 

Mr. Inprirz. What then would have been the Bureau’s total monthly 
cost of wheeling without taking into account certain deductions we 
will mention in a moment ? 

Mr. Dugan. $156,500.50. 

Mr. Inprirz. What would be the average monthly amount of the 5 
percent discount in the Bureau’s billings to SMUD? 

Mr. DuGan. $29,528.38. 

Mr. Inprirz. What would be the monthly cost of amortizing the 
various items of Bureau property that we have mentioned previously 
on a 40-year basis ? 


Mr. Duean. Referring to your calculation on the sheet you handed 


me, it would be $2,947.45. 

Mr. Inprirz. We shall leave the record open so that if you find that 
figure is substantially incorrect, you may correct it. 

(Subsequently the Bureau of Reclamation furnished the following 
statement :) 

The computations referred to above have been checked and were found to be 
correct. 

Mr. Inprirz. Accepting that figure for the moment, what would be 
the total of the dollar discount and the monthly cost of amortizing the 
Bureau property devoted to direct service? 

Mr. Dugan. $32,475.83. 

Mr. Inprrrz. Comparing that with the Bureau’s monthly cost of 
wheeling, what would have been the net monthly difference by which 
the Bureau’s cost of wheeling the power would exceed the cost of 
direct service? 

Mr. Duean. $124,024.67. 

Mr. Inpritz. Mr. Dugan, the committee is interested in knowing 
the long-term savings to the Government as a result of delivering 
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Bureau of Reclamation power to the Sacramento Municipal Utility 
District directly instead of by wheeling over the lines of the Pacific 
Gas & Electric Co. In order to arrive at some appreciation of the 
value of such savings, I have prepared a computation, somewhat com- 
plex, but I will hand you a copy of it and we will go over the items 
together. Since various mathematical factors will be used in com- 

uting the value, I will hand this factor book to you so that you may 
check the figures. This book is authored by Frederick C. Kent and is 
entitled, “Compound Interest and Annuity Tables,” published by Me- 
Graw-Hill Book Co. under copyright date 1926. 

Is there any question in your mind as to the accuracy of the math- 
ematical factor tables in that book ? 

Mr. Duean. No, sir. 

(The computation referred to is as follows) : 


Long-term savings to Government by delivering Bureau of Reclamation power 
to Sacramento Municipal Utility District directly instead of by wheeling over 
lines of Pacific Gas & Electric Co., beginning July 1, 1957 


L. Value of savings prior to 1963: 
(a) Average monthly savings prior 
to Jan. 1, 1960—$101,646.58 
Accumulated value of $101,646.58 
to Jan. 1, 1960 (30 mos.) at 8 
percent (31.1133) =$3,162,- 
560.54 
Value of $3,162,560.54 by Jan. 1, 
1963 (3 years) at 3 percent 
O< R.OORTER) citi tl bbnce $3, 455, 815. 29 
(b) Estimated average monthly sav- 
ings between Jan. 1, 1960—Jan. 
1, 1963, $101,646.58+-$124,024.67 
divided by 2 equals $112,835.63 
Accumulated value to Jan. 1, 1963 
(36 mos.) at 3 percent, $112,- 
oo eb ef  :. RR Sena) 4, 244, 944.10 
Total value of net savings by 
ae ee eee 7, 700, 759. 39 
(c) Value of $7,700,759.39 by July 1, 1994 (end of 
SMUD contract) 31144 years at 3 percent 
IR to abel teeces ac apace A ee ona semacadihsainiod $19, 540, 676. 95 
II. Value of savings 1963 and after 
(a) Average monthly savings—$124,024.67 
(b) Average annual savings—$124,024.67 
(X12) =$1,488,296.04 
(c) Accumulated value to July 1, 1994, 31%4 yrs. at 3 


percent, $1,488,296.04 (51.2527) _..__________ 76, 279, 190. 45 
III. Total accumulated savings to July 1, 1994_.______________ 95, 819, 867. 40 


IV, Assuming no further annual savings, accumulated savings 
by July 1, 2013 (19) at 8 percent=$95,819,867.40 
I tis ai chest ndist a sca lin ke SE 168, 020, 137. 49 
V. Assuming indefinite continuation of annual savings of 
Accumulated savings of $1,488,- 
296.04 by July 1, 2013, at 3 per- 
0 CCD aise a ee nt $37, 381, 382. 81 
+168, 020, 137. 49 


205, 401, 520. 30 
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Mr. Inprrrz. Now, in light of the answers that you have just given 
in order to establish the value of savings on a long term basis, the 
computation which I have handed to you first seeks to establish the 
value of the savings prior to 1963; then the average monthly and 
annual savings after January 1, 1963; then the value of those gay. 
ings by the end of the SMUD contract, which is July 1, 1994; and the 
total accumulated savings to the payout period of the Central Valley 

roject. : 
' There was taken first the average monthly savings prior to Janua 
1, 1960; then the accumulated value of that savings for a 30-month 
period up to January 1, 1960; and the value thereof by January 1 
1963, at 3 percent interest. Checking those figures, if you would, is it 
correct to arrive at a subtotal of $3,455,815.29 ? 

Mr. Ducan. Well, it would appear that you have gone through an 
amortization and computation, and it would arrive by this type of 
calculation at an amount in the general magnitude of your answer, 

Mr. Inprrrz. In order to arrive at an estimated average of the say- 
ings which would accumulate during the period from January 1, 1960, 
to January 1, 1963, during which period the load of SMUD is rising to 
its 290,000 kilowatt allocation, there is a computation averaging the 
$101,646.58 monthly average as of January 1, 1960, and the monthly 
average of $124,024.67 when SMUD reaches its full allocation of 
290,000 kilowatts. That average was obtained by dividing the sum 
of those numbers by two, thus arriving at an average of $112,835.63; 
and then accumulating the savings to January 1, 1963, at 3 percent 
interest. Does the figure of $4,244,944.10 appear accurate to you upon 
checking ? 

Mr. Dugan. Subject to further checking, I would have no argument 
with your figure. 

Mr. Inprirz. Would the total value of the net savings by January 1, 
1963, amount to $7,700,759.39, computed on the basis of 3 percent com- 
pounded yearly ? 

Mr. Dugan. Based on your interest calculation, that is approxi- 
mately correct. 

Mr. Inprirz. Would the value of that sum, if compounded yearly 
at 3 percent over the 3114 years remaining to the end of the SMUD 
contract, which is July 1, 1994—would that come to $19,540,676.95! 

Mr. Dugan. I will assume that is correct. It is in the right order 
of magnitude. 

Mr. Inprirz. Now, for the value of savings realized after 1963 to 
July 1, 1994, at 3 percent interest compounded yearly, is that savings in 
the order of $76,279,190.45 for the period between January 1963 and 
July 1, 1994? 

Mr. Duean. Again, accepting your arithmetic, it looks like very 
near the right answer. 

Mr. Inpvritz. What would the Bureau’s total accumulated savings 
by July 1994 come to? 

Mr. Dugan. $95,819,867.40. 

Mr. Invrrrz. Assuming that there are no further annual savings but 
the accumulated savings are carried at 3 percent interest compounded 
yearly to the end of the payout period of the Central Valley project, 
which is July 1, 2013, what would be the value of the savings to the 
Bureau as a result of having gone from wheeling to direct service! 
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oo. tins asin that the annual savings will con- 
Mr. aga 1, 1994, how much would the accumulated a 
tinue ed a i e 8 percen t, amount to by July 1, 2013, which is 
CPS ae macet period of the Central Valley project? 
Et bees. $205,401,520.30. 


COSTS OF WHEELING TO THE CITY OF ROSEVILLE 


ion to table C which was attached to 

> oe loth ra ‘Tnomay & 1900. from the Bureau to oe 
ene D ‘ that table © cover data concerning power aaa _ 
Feral Valley roject delivered monthly to the city of Meet . y 
acral conf transmission system of the Pacific Gas & Electri 
ree Dedede 1956 through November 1959 ? 
a ‘Duear. Yes, sir; that is correct. 

(The table referred to is as follows:) 
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Mr. Inprirz. Does that table include monthly data based on the 
assumption that the load of the city of Roseville reaches 15,000 kilo. 
watts at the present load factor of 52.9 percent and that the Bureau of 
Reclamation furnishes the power by wheeling ? 

Mr. Dugan. Yes, sir. 

Mr. Inpvrrrz. What would be the monthly amount that the Bureay 
would pay to the wheeling agency for wheeling that amount of power? 

Mr. Dugan. $9,092.55. 

Mr. Inprirz. That would be per month ? 

Mr. Ducan. On a monthly basis, yes, sir. 

Mr. Invritz. How much of that would Roseville reimburse to the 
Bureau ? 

Mr. Dugan. $3,300. 

Mr. Inprrrz. How much of that amount would the Bureau absorb? 

Mr. Duean. $6,700. 

Mr. Inprirz. Would it probably be $5,792 ? 

Mr. Dugan. $5,792.55, right. 

Mr. Inprirz. What would be the value of the power and energy that 
the Bureau would deliver to the wheeling agency as transmission 
losses if that amount of power were wheeled per month ? 

Mr. Dugan. Per month, $2,846.46. 

Mr. Inpritz. How much of that amount would Roseville reimburse 
to a Bureau according to the figures set forth in your table C, column 
12% 

Mr. Dugan. $1,265.09. 

Mr. Inprirz. How much of this amount would the Bureau absorb? 

Mr. Duean. Approximately $1,600. 

Mr. Invrirz. Would the figure be $1,581.37 ? 

Mr. Duean. That sounds correct. 

Mr. Inprirz. Would the Bureau’s net monthly costs of $5,792.55 for 
the 1 mill payment and $1,581.37 as the value of the power and energy 
losses, come to a total of $7,373.92 per month ? 

Mr. Dugan. Yes. 

Mr. Inprirz. How much would the Bureau’s annual wheeling costs 
be? You may wish to look at this computation which I have made 
showing these costs. 


Valu 


Amot 


Bure: 
Rose 
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| (The computation referred to is as follows) : 
a Charges payable by Bureau of Reclamation and city of Roseville for wheeling of 
10 Bureau power to city over lines of Pacific Gas & Electric Co. 


I. DURING 12 MONTHS’ PERIOD DEC. 1, 1958, TO NOV. 30, 1959 



































‘eau Nore.—Billing demand ranged between 4,805 kilowatts (May 1959) to 6,396 kilowatts (August 1959); 
rer? total kilowatt-hours was 26,614,120, with monthly average of 2,217,843 kilowatt-hours. 
: 
Cost ab- Cost reim- 
sorbed by bursed by 
Bureau city to 
| Bureau 
the a | 
peennets 10 FG. @ Wee oon conn occ etdaslicscccnsennstesesce $30, 978. 50 |.........._.__ 
Amount reimbursed by Roseville to Bureau__-_....----.--.-..------------.- } 14, 388. 00 $14, 388. 00 
orb? NR NINE SN go eicscnscleie a etioareiisicchied ao aaaaeseae ian i POT fic oninendiee iieeidets 
Value of power and energy delivered by Bureau to P.G. & E. as “‘ transmis- 
gion losses” in wheeling over P.G. & E. lines--....-...-.....-..--.-.....- We TE We to bee ‘ 
snout reimbursed by Roseville to Bureau__._._.........---2-.2-_--- 2. --} 4, 777. 87 4, 777. 87 
| mee Gheewbed by Rateetsc a. sence cis is sscccensecesssciccsscnccle. GS WR OG hs ck east 
that Durean’s total annual wheeling cost. . ............................... r 31, 563. 83 | Nosicecct ede cies 
3S10n Bureau’s average monthly wheeling cost__................-.-.-----------.--- 2 § | ee eee 
Roseville’s total annual wheeling cost__................--....-.-.--...---..-- adnate ayia lc 19, 165. 87 
nn: OCEEN CRIN COUN co a cnacanesnmacnnsmagnmansnemendlinmensamipummins | 1, 597. 16 
Rosevi 
nn St Sisters estes 
UTse ll. AVERAGE MONTHLY DATA WHEN CITY OF ROSEVILLE USES FULL PRESENT 
‘umn | ALLOCATION OF 7,300 KILOWATTS AT PRESENT LOAD FACTOR OF 52.9 PERCENT 
(2,821,041 KILOWATT-HOURS MONTHLY) 
Snr SSS sss ssn 
) Cost ab- Cost reim- 
orb? sorbed by bursedt by 
Bureau city to 
Bureau 
nn Women ae 6 Fae. @ fee. os cock ocd ech wcccebcbawcbens $4, 425. 04 
5 f Amount Roseville would reimburse to Bureau.................-...-----..--- 1, 606. 00 
o Tor Te eyes 
lergy nN GUI is ld och cree ere a 2, 819. 04 | 
Value of power and energy Bureau would deliver to P.G. & E. as “‘transmis- | _ 
jon losses” if th heeled 1, 677. 72 
sion iosses ‘ i 8 Ree a et, Sek a ee nnaadea | > 3 eee 
t Amount Roseville would reimburse to Bureau_..............-..--.__..--_._- 615. 68 615. 68 
COStS TT 
made is UOOts WHOM) BNOGTD. . .: 2... .daicacsanniinndacobidsiaeninnnad GOR C6 hi ee it 
I TRIO OUI 5 ncn amninatic mntbeincbdeniniwiiaiiinedebinel 3, 881. 08 Be oe LEE. 
caiman puidummiinasaanadedadmebee Mp ENCE Vises cocsemaninnes 
Dey WHOGUEE COGUD . <. <. 2... cccaneseusedndehedéatasneae es 2, 221. 68 
Sees 6 Smeal Wheeling CSG... .<....2.-~-o cecdncmraccdccoscucencenasso- Le ELS 26, 660. 16 
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Charges payable by Bureau of Reclamation and city of Roseville for wheeling 
of Bureau power to city over lines of Pacific Gas € Electric Co.—Continueg 


II. AVERAGE MONTHLY DATA IF ROSEVILLE USES 10,000 KILOWATTS AT PRESEN? 
LOAD FACTOR OF 52.9 PERCENT (4,016,168 KILOWATT-HOURS MONTHLY) 





= 


De ere re Oe 60 PAN Oo 5 nc aee nb ecco noc cncesnnscase | 
Amount Roseville would reimburse to Bureau_.._..._.-...-.-.------------- 


ats PRR OUI BBCED ics So cesisins bn xn cncumenessedcus ee 


Value of power and energy Bureau would deliver to P.G. & E. as ‘‘trans- 
mission losses’”’ if the power were wheeled-_-_-..........-...-.---.---.--..-- 
Amount Roseville would reimburse to Bureau_..............---...---.---.-- 


rr ne Se |. cn wnccasnacaecsunvuddacusaueussas 


ir Pe en GOES. 6. ic ceracahantiweccdccewnqeatende tincphdean 
Bureau’s annual wheeling costs_.._------ DG thind eaten achdustlenidadmh etl 
nt 1k en ERT CO i di ncemnsnacceeccueacesucnnsece 

re 0 ET IOI GONE. 5 bos tcc ere a sce unccenccecsvcosccexgnaenl 











7 neti 
Cost ab- | Cost rej 

sorbed by bursed t; 

Bureau city to : 
Bureau 

———_—_|—___ 

$6, 061.70 |... 

2, 200. 00 $2, 200. 00 

——_—_|___. 
@, 801.70 Locsccin al 
a 

843. 40 843. 5) 

$$$ 
1,054.24 j... 
4,915.94 |. 

55, OU. 6. Lien aee 

ee aad 3, 043.40 

eae 36, 520. 8 

cence ea 


IV. AVERAGE MONTHLY DATA IF ROSEVILLE USES 15,000 KILOWATTS AT PRESENT 
LOAD FACTOR OF 52.9 PERCENT (6,024,252 KILOWATT-HOURS MONTHLY) 


| 
| 


Amount Bureau would pay to P.G. & E.....-.2- 22. | 
Amount Roseville would reimburse to Bureau_.............---------.-2- .} 
Amount Bureau would absorb_..........-..-.------ seach 
Value of power and energy Bureau would deliver to P.G. & E, as 
mission losses”’ if the power were wheeled_.............-...-.-2------ eee | 


Amount Roseville would reimburse to Bureau...............---.-.-------.-- | 
en Gene Pete Weer sos ios fbr 532k Soc awekekenstnaw 


ee Cn ee oe SS Selicocotectoteetuncadees | 
Ne ea 
eS UE | cas av ch acgemsinites Sees nahn bciaiadmtanenemaaeemmann 
I Se a ee a arg 


Cost ab- | 
sorbed by 
Bureau 


$9, 092. 55 | 
3, 300. 00 


5, 792. 55 
2, 846. 46 
1, 265. 09 


88, 487. 04 | 


7,373.92 |... 


a 


Cost reim- 
bursed by 
city to 
Bureau 





1060.37 1 ee 





Mr. Dugan. In our reading from the sheet you handed me, your 
calculation, it would appear that the annual figure, the Bureau’s an- 


nual cost, would be $88,487.04. 


Mr. Inprirz. Have you any doubt as to the mathematical accuracy of 


"79 


that figure, which is the figure of $7,373.92, 
viously said is correct, multiplied by 12? 
Mr. Dugan. No. I checked your figure. 


Mr. InNpritz. What would Roseville’s annual costs be ? 


Mr. Dugan. Reading from your sheet, $54,781.08. 
Mr. Inprirz. Have you any doubt as to that figure? 


want to check it ? 


Mr. Duean. No,sir. I will accept it. 


which you have pre- 


Would you 
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Mr. Lnpvritz. Now, assuming that quantity of power, namely, 15,000 
kilowatts, is wheeled for a period of 30 years, what would be the 
amount of money plus interest at 3 percent compounded yearly that 
it would cost the Government; that 1s, the value of the a cost 
to the Government for wheeling that amount of power to Roseville for 
30 years? You may wish to look at this computation which I made. 

The computation referred to is as follows) : 


Long-term wheeling costs for delivering Bureau of Reclamation power to city of 
Roseville by wheeling over lines of Pacific Gas & Electric Co. (assuming 15,000 
kilowatts at present load factor of 52.9 percent; 6,024,252 kilowatts per hour 
monthly ) 


I. Assuming power is wheeled for 30 years: 
A. Value of wheeling cost to Government: 
(1) Amount paid (including value of 5 percent 
transmission losses on P.G. & E. lines) 


$88,487.04 x 30 years___.-____________-_- $2, 654, 611. 20 
(2) Principal plus interest at 3 percent com- 
pounded yearly (xX 47.5754) -~-----_______- 4, 209, 806. 32 


B. Value of wheeling cost to Roseville: 
(1) Costs (including value of 4 percent transmis- 
sion losses on P.G. & E. lines) $54,781.08 X 


ee I cei een 1, 648, 432. 40 
(2) Principal plus interest at 5 percent com- 
pounded yearly (xX 66.4388) ----.---___-__ 3, 639, 589. 22 


JI. Assuming power is wheeled for 50 years: 
A. Value of wheeling cost to Government: 
(1) Amount paid (including value of 5 percent 
transmission losses on P.G. & E. lines) 


$88,487.04 X 50 years_____________-._____ 4, 424, 352. 00 
(2)Principal plus interest at 3 percent com- 
pounded yearly (xX 112.7968)_..----_--__- 9, 981, 058. 95 


B. Value of wheeling cost to Roseville: 
(1) Costs (including value of 4 percent transmis- 
sion losses on P.G. & BE. lines) $54,781.08 X 


50: FeCOS iii eo ee 2, 739, 054. 00 
(2) Principal plus interest at 5 percent com- 
pounded yearly (x 209.348)_----__-_-____ 11, 468, 309. 54 


Mr. Ducan. Accepting your arithmetic, $4,209,806.32. 

Mr, Inprrrz. How much additional would Roseville pay for such 
wheeling over a 30-year period, including the value of the transmis- 
sion losses, with interest compounded yearly at 5 percent ? 

Mr. Ducan. Your sheet shows $3,639,589.22. 

Mr. Inpritz. Is there any question in your mind as to the accuracy of 
that figure ? 

Mr. Duean. No, sir. I think that it is very near the right order of 
magnitude for acceptance. 

Mr. Inprirz. With the factor figure that was used as stated on the 
sheet, is there any question as to the accuracy of that factor? 

Mr. Duean. No, sir; not at all. 

Mr. Inprirz. Now if that power had been wheeled for a period of 50 
years, how much would be the Government’s wheeling cost, including 
the value of transmission losses, with 3-percent interest compounded 
yearly for the 50 years? 


59220—_60——_15 
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Mr. Duean. $9,981,058.95. 

Mr. Inprirz. What would be Roseville’s wheeling cost with 5-percent 
interest compounded yearly ? 

Mr. Dugan. $11,468,309.54. 


RATES OF INTEREST 


Mr. Inprtrz. Is there any question in your mind as to the propriety 
of using 3-percent interest compounded yearly in calculating the 
Government’s wheeling cost over the 30-year and 50-year periods? 

Mr. Duean. That is what money would produce at 3-percent interest. 

Mr. Inprrrz. Is there any doubt in your mind as to the propriety 
of using the 5-percent interest figure for a non-Federal agency? 

Mr. Dugan. No, sir. 

Mr. Inprirz. Would these figures be conservative ? 

Mr. Duean. Somewhere near the right order of magnitude; I would 
accept it. 


REASONS WHY SACRAMENTO MUNICIPAL UTILITY DISTRICT CHANGED FROM 
WHEELING TO DIRECT SERVICE 


Mr. Inprirz. You will recollect that in response to my question as 
to the total accumulated savings that the Government would have to 
the payout period, that is, July 1, 2013, as a result of changing from 
wheeling to direct service of power to Sacramento Municipal Utility 
District, you stated the figure as $205,401,520.30. 

The chairman of the committee wrote a letter to the Sacramento 
Municipal Utility District asking certain questions relating to the cost 
of wheeling. One of the questions was why Sacramento Municipal 
Utility District had agreed to provide certain additional facilities 
necessary to take the power directly from the Government’s 230,000- 
volt transmission system through wheeling over the lines of Pacific 
Gas & Electric, and the response from the Sacramento Municipal 
Utility District, in a letter signed by Paul E. Shaad, general manager 
and chief engineer, dated January 15, 1960, addressed to the Honorable 
William Dawson, chairman of the Committee on Government Opera- 
tions, indicated that one of the reasons for the change from a wheeling 
to a direct service basis was, and I quote: 

In addition both Sacramento Municipal Utility District and the Bureau were 
concerned with the financial impact on Central Valley project payout if a 1-mill 
wheeling charge were to be paid over the 40-year life of the power sales contract. 
Do you disagree with that statement ? 

Mr. Duaan. No, sir. 

Mr. Inprtrz. Is it an accurate statement ? 

Mr. Duean. That is reasonably accurate. There would be a mate- 
rial effect on project payout if we had to pay the 1 mill to Sacramento 
Municipal Utility District. 

Mr. Inprrrz. Is that a correct statement? 
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Mr. Duean. Or to the Pacific Gas & Electric Co. ; 

Mr. Inpritz. Did you say payment of 1 mill to the Pacific Gas & 
Electric Co., or to the Sacramento Municipal Utility District? 

Mr. Ducan. Payment of 1 mill to any entity would make a material 


difference. r ; 
Mr. Inpritz. Yes, but the question related to— 


Mr. Ducan. Well, Iam sorry. My response should have been “to 
p.G. & E.” in direct response to your question, sir. o ae 

Mr. Iyprirz. Mr. Chairman, I offer Sacramento Municipal Utility 
District’s letter of January 15, 1960, for inclusion in the record. 

Mr. Moss. It will be included at this point. 

(The letter is as follows:) 


SACRAMENTO MUNICIPAL UTILITY DISTRICT, 
Sacramento, Calif., January 15, 1960. 
Hon. Witt1AM L, Dawson, : 
Chairman, Committee on Government Operations, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Dawson : This responds to your letter of Decomber 10 making certain 
jnquu‘es with respect to the arrangements between the district and the Bureau 
of Reclamation for direct service from the Government’s transmission system. 
For convenience your questions are restated together with the district’s re- 
sponses to each question. iy is ils) nary 

Question 1. Why did Sacramento Municipal Utility District, in its contract 
with the Bureau of Reclamation for the purchase of Central Valley project power 
(14-06-200-290, revised January 26, 1954), agree to provide certain additional 
facilities necessary to take power directly from the Government’s 230,000-volt 
transmission system, in lieu of receiving such power by wheeling over the lines 
of Pacific Gas & Electric Co.? 

Answer. At the time the district signed the revised contract with the Bureau 
of Reclamation, the Government’s wheeling agreement with the Pacific Gas & 
Electric Co. was scheduled to expire in 1961 and the company’s obligation to 
wheel was based on a determination by it that excess transmission capacity was 
available. The contract provided for making this determination annually for the 
ensuing 4-year period, The power sales contract between the district and the 
Bureau does not expire until 1994. Under wheeling, in the absence of a firm 
long-term commitment, SMUD was faced with continuing uncertainty with re- 
spect to deliveries. In addition, both SMUD and the Bureau were concerned with 
the financial impact on Central Valley project payout if a 1 mill wheeling charge 
were to be paid over the 40-year life of the power sales contract. For these 
reasons it appeared desirable to both the district and the Government that direct 
service facilities be constructed. 

Question 2. What facilties did SMUD construct in order to take power directly 
from the Government? 

Answer. In order to step down the Government’s 230-kilovolt deliveries to 115 
kilovolts and 60 kilovolts, the district built a large substation at Elverta, Calif., 
adjoining the Government’s Elverta switchyard. Elverta is the point at which 
the Government’s power lines from Folsom make a junction with the so-called 
eastside 230-kilovolt line that extends from Shasta Dam to Tracy. Alsv, the 
district built and revamped its system to a 115,000-volt and 69,000-volt trans- 
mission and subtransmission loop so that CVP bulk power could be delivered at 
1 point rather than at the over 20 or more delivery points involved under 
wheeling. The district built three major 115-kilovolt lines and about 33 miles 
of new 60-kilovolt lines that were expressly for this purpose. In conjunction 
with this line construction, there was some expensive terminal equipment and 
some additional metering and protective devices. Some additional terminal work 
at the Elverta substation will be completed during 1960. 
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Question 3. What was the total cost of constructing the faciliti i 
in item 2 above? 7 my ae 
Answer, The total cost for the work completed prior to 1959 is estimated t 
be $3,829,000. Total cost, including the work that will be completed during 1960, 
is estimated to be $3,939,000. ’ 
Question 4. What are the annual costs for operation and maintenance de. 
preciation, amortization, cost of interest, etc. with respect to the facilities men, 
tioned. in item 2 above? 5 
Answer. The following table is the estimated fixed annual cost relating to 
the investments indicated in the question above. 


Fived annual costs 


— 








Work com- | Total includi 

i 
pleted before |work completed 

1959 in 1960 

en - Sa cell na 
BN CP UNNID) oii adccidacetdnceepsnsedunen<capesetevacummecanton $114, 867 $118, 156 
BPEATIO CED FORTS)... cccncccesabssebss dsssb sccdas seks ec sccadwd 52, 889 54. 698 
Replacements. .-........-...------------------------------------------- == 9, 331 9,715 
Insurance, rentals, administrative and overhead _---- sipabectihiividiekce bapa 19, 285 22. 059 
SNE Uk TEREININNO 0 ccencnsdcccusahocnsanhnteesmenesocasnaieses 62, 590 65, 291 
RR ceca ek he a eee ee 258,962| onan 
ROUGE Cte nn nn na ccc e ew nnresnccecnscnasonnsnecesens== 259, 000 on 


HS 


In addition to the above fixed costs, losses attributable to the direct-seryice 
facilities are estimated at 1.5 percent. The following table indicates the totg) 
annual cost for direct-service facilities for the years 1958, 1959, and the projec. 
tions through 1962. It is assumed that by 1962 full use of the present allocation 
of power from the CVP will be used by the district in every month. 


Estimated total annual cost for direct service facilities 

















Year Fixed cost | Losses at 1.5 | Total annual 

percent cost 
OI a Ee oie, oa lt on cacecambtat mn hiegannhseiaad macnn snsnigeie 259, 000 80, 200 | 339, 200 
Neen ceshinen sia ama bene eirell 259, 000 90, 300 349, 300 
Mee pee ey ames) FPS oe as i Se eg ke 270, 000 97, 800 367, 80 
Se eR ee. ete re) edt side bdo. eitdtcndtS aie aacelbee | 270, 000 | 100, 000 | 370, 000 
IEE latiencietedsitnsaphn ndpanssehnthdctuestedbidbbidickreks | 270, 000 | 101, 800 | 371, 80 


1 Estimate assumes full use of present allocation by 1962 and thereafter. 


Question 5. The committee understands that SMUD is allowed, under its con- 
tract with the Bureau, a discount of 5 percent on the demand and energy charges 
for power sold to SMUD, which discount is directly attributable to the fact that 
SMUD uses the facilities mentioned in item 2 above to receive the power from 
the Bureau. What is the total dollar amount of that discount (a) for the cal- 
endar year 1958; (b) for the months of 1959 for which such information is avail- 
able; and (c) for each month hereafter when SMUD uses power at the presently 
allocated load of 290,000 kilowatts, assuming continuation of its present load 
factor? 
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Answer. The 5 percent discount for direct service amounted to $281,295 in 1958. 

16,992 for 1959. By 1962 it is assumed that the district will use its present 
allocated load of 290,000 in each month at which time it is estimated the 5 per- 
cent discount will amount to about $357,300 annually. 

(No question 6 listed. ) : yf 

Question 7. Does the 5 percent discount referred to in item 5 above compensate 
the district for installing the direct service facilities mentioned in item 2 above? 

Answer. A 5 percent discount only partially compensates the district for the 
annual cost of the direct service facilities. In 1959 the estimated annual costs 
for these facilities was $349,300. The 5 percent discount amounted to $316,892; 
a difference of over $32,000. By 1962 when it is assumed full use of the present 
CVP allotment will be made in each month, the total annual cost of the facilities 
js estimated to run $371,800, whereas the discount is estimated to be $357,300, a 
difference of about $14,500. 

Question 8. How much would SMUD have to pay for wheeling if the power 
which it has received directly from the Bureau had been wheeled over P.G. & EB. 
neg? 
ay The only charges the district incurred for wheeling was at points 
of delivery below 44 kilovolts. It is felt that had the district remained a wheel- 
ing customer, all delivery points would have been raised to 69 kilovolts or higher. 
Under this arrangement, there would have been no wheeling charges incurred 
by the district. : ; 

Question 9. What benefits, or disadvantages, if any, did the Government in- 
cur as a result of substituting direct delivery of power to SMUD in lieu of 
wheeling power to SMUD through the P.G. & E. transmission system? 

Answer. It would seem that this question could more properly be answered by 
the Bureau of Reclamation. However, it is evident that the direct service ar- 
rangement has been and will continue to be to the great financial advantage of 
the Government. 

If there is further information which the committee desires, please let us know. 

Very truly yours, 
Paur E. SHAApD, 
General Manager and Chief Engineer. 


BUREAU’S TESTIMONY ON KESWICK-TOYON LINE BEFORE APPROPRIATIONS 
COMMITTEE 


Mr. Inprrrz. Mr. Dominy, did you participate in the hearings 
before the House Subcommittee on Public Works Appropriations, 
concerning the Public Works Appropriations Act of 1960, which took 
place on April 17, 1959? 

Mr. Dominy. Yes, indeed. I was the principal witness for the 
Bureau. 

Mr. Inverrz. Did any discussions arise concerning funds for the 
peopyeed construction of a Keswick-Toyon transmission line and sub- 
station 

Mr. Dominy. This is in connection with the service to Shasta Dam 
Public Utility District, yes, sir. 

Mr. Inprrrz. Was the Appropriations Committee informed that the 


rigs was then trying to negotiate a wheeling contract with the 
G. & E.? 
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Mr. Dominy. This committee was informed that the administra. 
tion had withdrawn the budget request due to the fact that wheelin 
arrangements had been firmed up, so that the construction of the ling 
would no longer be in compliance with the standing instructions from 
Congress contained in all of our appropriations acts for about 10 years 
now; that where wheeling arrangements are in existence or can be 
firmed up and made available, that we are prohibited from spending 
funds to initiate construction of transmission facilities. 

Mr. Inprirz. If the Appropriations Act had contained an item for 
a transmission line, could such a transmission line have been built, 
notwithstanding the previous policy ? 

Mr. Domrny. Certainly, if they actually put the money in there, 
Of course, then the Congress itself is making an exception to that 
general instruction. 

Mr. Inprirz. Was there any information given to the committee 
at the time as to what the cost of wheeling would be over a long 
period ? 

Mr. Dominy. No, sir. I think it is quite appropriate to add that 
the Congress had before it two lines for Federal construction in con- 
nection with the distribution of Bureau power, neither of which were 
recommended in our budget. We had originally included this item 
in our budget, as was testified yesterday, and then withdrew it before 
final action and testimony before the committee. In the course of 
testimony, it was officially withdrawn. Strangely enough, the Con- 
gress did add the money for the transmission line into Iowa, in re- 
sponse to urging that that line be a federally constructed line, rather 
than reliance on the wheeling arrangements available. But they did 
not do so in the case of Keswick-Toyon line. 


COSTS OF WHEELING TO SHASTA DAM’ AREA PUBLIC UTILITY DISTRICT 


Mr. Inprrrz. During the hearings yesterday, representatives of the 
Shasta Dam Area Public Utility District presented testimony which 
contained a computation of the cost of wheeling power to the district 
over two assumed periods, one for 27 years and the other for 50 years. 

I will hand you a copy of the district’s prepared statement con- 
taining that computation. You will note on page 3 that there is a com- 
putation of the annual costs for wheeling 4,000 kilowatts of power 
allocated to the district, computed at an existing load factor of 525 
percent, and the prepared statement, given under oath by the repre- 
sentatives of the Shasta Dam Area Public Utility District, indicates 
that the annual cost to the Government would have amounted to 
$26,444.32; and that the annual cost to the district would have 
amounted to $14,217.12. 

[Subcommittee note: See pp. 56-57, supra. ] 

If, upon checking, you desire to make any substantial corrections, 
or find that this is substantially incorrect, if you would notify the 
committee, the corrections will be made. 

Do you have any doubt as to the substantial accuracy of thes 
figures ? 

Mr. Dominy. I will ask Mr. Dugan to comment. He has some com- 
putations of our own available here, I believe. 
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Mr. Ducan. Just a rough check of the figures on that page leads me 
to conclude that they are generally correct. 

Mr. Inpritz. You will notice that they are based on an assumption 
of delivery of 18,396,000 kilowatt hours. 

Mr. Duaan. Yes, sir. 

Mr. Inprirz. Is that the same basis that is set forth in table E 
provided by the Bureau with its letter of January 8, 1960, to the 
committee concerning power from the Central Valley project delivered 
by the Bureau of Reclamation directly to the Shasta Dam Area Public 
Utility District since January 1, 1957 ¢ 

Mr. Duean. Yes, sir. 

(Table E is as follows :) 
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Mr. Inprrrz. Now, if you will look at page 4 of the district’s state. 
ment, you will note that the wheeling cost to the Government over g 
27-year period is computed at 3 percent interest compounded ap. 
nually, and that the wheeling cost to the district for 27 years is com. 
puted at 5 percent interest compounded annually. What would be 
the amount of the wheeling cost to the Government over the 27-year 
period as set forth in that testimony ? 

Mr. Ducan. Well, it is $713,996.64. 

Mr. Inprirz. And how much would the interest at 3 percent come 
to é 

Mr. Dugan. $362,551.63. 

Mr. Inprirz. And that would make a total of what? 

Mr. Duean. $1,076,548.27. 

Might I ask a question, sir, as to the derivation of the $26,444.39? 

Mr. Inprrrz. If you will look on the previous page, you will gee 
that it is the sum total of the annual costs of wheeling to the Gov- 
ernment. 

Mr. Ducan. Well, I had lost sight of the figure I was following 
there, but that checks out all right. I arrive at your $1,076,54897, 

Mr. Inprirz. How much would be the cost to the district over the 
27-year period at 5 percent interest compounded annually ? 

Mr. Dugan. That total cost would be $777,225.73. 

Mr. Inpritz. What would be the cost to the Government if the 
power were wheeled for a 50-year period, assuming the same 8 per- 
cent interest ? 

Mr. Duean. $2,982,839.96. 

Mr. Inprrrz. How much would the cost of the wheeling to the 
district, at 5 percent interest, be over a 50-year period ? 

Mr. Duean. $2,976,325.64. 


BUREAU’S ESTIMATES TO CONSTRUCT KESWICK-TOYON LINE 


Mr. Inprirz. What was the amount of the budget item requested 
for the Keswick-Toyon substation and transmission line? 

Mr. Ducan. Iam sorry? 

Mr. Inpritrz. What was the amount of the budget item proposed 
for the Bureau to construct the Keswick-Toyon substation and trans- 
mission line? 

Mr. Dominy. My recollection of that figure from memory is 
$374,000, but we are trying to check the material for accuracy. 

Tam sure it was in the range of that. 

Mr. Duean. That is my recollection, too. I think that is reason- 
ably accurate. 

Mr. Dominy. Mr. Indritz, Mr. Dugan tells me that the revised 
estimate for the cheapest way to supply that service would have been 
a line from Keswick switchyard, and that we estimated could be 
built for $238,400. 

Mr. Inprirz. On page 236 of the hearings before the subcommittee 
of the Committee on Appropriations, House of Representatives, con- 
cerning the public works appropriations for 1960, 86th Congress, 1st 
session, part 2, appears the following item under the heading of “Con- 
struction and Rehabilitation.” 

This item reads : 

Keswick-Toyon transmission line, $350,000. This will provide for the com 


struction of the Keswick-Toyon substation and transmission line to meet the 
increased power requirements of the utility district in the Shasta Dam area. 
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Do you have any question as to whether I have read this correctly 
from the hearings officially printed by the Government Printing 
Office ? 


Mr. Domrxy. Not at all. That was our estimate at that time; yes, 


Ver. Moss. What was the revised figure, Mr. Dugan ? 

Mr. Ducan. We had a revised figure which we submitted to you at 
your request, of $238,400 for 4,000 kilowatts of service from Keswick 
switchyard. 


TESTIMONY BEFORE APPROPRIATIONS COMMITTEE 


Mr. Invrrrz. Mr. Dominy, don’t you think that the Committee on 
Appropriations would have been interested in knowing what the 
Government’s cost of wheeling would be when it was considering a 
budget request of $350,000 for construction of the line, as compared to 
the cost, to the Government alone, of wheeling, which would amount 
to $1,076,548.27 over a 27-year period, and would cost the Govern- 
ment $2,982,839.96 over a 50-year period ? 

Mr. Dominy. Mr. Indritz, in connection with the construction and 
operation of any of our power or irrigation features, it is always 
possible to take segments, which, when considered strictly as a full and 
complete component, that could be handled both constructionwise 
and operationwise much cheaper than they are as a component of the 
whole. Yet, when it is considered as a component of the whole, every- 
one, being treated equally, gets better service in total at less cost if 
it isso treated as a whole. 

Now we have with the Pacific Gas & Electric Co. an overall agree- 
ment which was arrived at in lieu of the Federal Government making 
this huge investment in the total transmission facility that would 
have been required. Now while we have a contract with Pacific Gas & 
Electric Co. that runs through 1971 that would permit segmenting 
off any of these customers who want to provide direct service—they 
can do so and we are agreeable to proceeding on that basis. But we 
must recognize, if that is done, we have no guarantee that in renewing 
our wheeling arrangement in 1971 that we can get wheeling continued 
at the rate of 1 mill, because that rate was arrived at with the full con- 
sideration of the total package agreement. 

Mr. Inprtrz. Was that argument presented to the House Appropria- 
tions subcommittee at a time when they were informed as to the rela- 
tive costs of wheeling over the Keswick-Toyon line and the cost of 
constructing that line ? 

Mr. Domrny. No, sir. They did not go into those details and we 
did not offer testimony in that detail, and we do not think that it is 
our responsibility in connection with this overall plan. I do know 
that other outside witnesses asked that this item be restored and there 
was testimony to the committee. I don’t know what the nature of that 
testimony was, but I do know there were some outside witnesses that 
sought to have this item restored after the Bureau, believing it to be 
consistent with the instructions from Congress which I have referred 
to previously which have been contained in all of our appropriation 
acts, withdrew the request. 
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Mr. Invrrrz. Mr. Dominy, I went through the House hearings op 
the public works appropriations for 1960, and I did not find any 
such testimony. Would you provide for the committee, after yoy 
have had an opportunity to check those hearings, excerpts of the 
verbatim testimony by anybody else presenting that data to the House 
Appropriations Subcommittee, which would inform the committee 
of what the cost to the Government would be for wheeling over any 
extended period of time as compared to the cost of the construction 
of the Keswick-Toyon line, and any arguments as to the relationship 
of those costs to any overall wheeling contract ? 

Mr. Domryy. I will be glad to submit to you such excerpts from 
outside witnesses dealing on this subject. 

Mr. Inprirz. Will those excerpts be from the hearings on the public 
works appropriations for 1960 Arie the subcommittee of the Com- 
mittee on Appropriations of the House of Representatives, 86th Con- 
gress, 1st session ¢ 

Mr. Domriny. Yes, sir. My memory might have been wrong. It 
might have been in the Senate that the discussion took place rather 
than the House. 

_ Mr. Inprrrz. Is there a general requirement that appropriations be 
initiated in the House of Representatives ? 

Mr. Dominy. There is, indeed, but there are many items added to 
our bill in the Senate that are then taken up in conference, Mr. Indritz, 

Mr. Moss. Do you have the date of the request by the Bureau for 
withdrawal of the appropriation ? 

Mr. Dominy. Yes, I have that. 

wan Moss. And the date of reporting the Appropriations Act of 
1960 ? 

Mr. Dominy. The letter to the House was dated May 13, 1959, ad- 
dressed to Mr. Cannon by Acting Secretary Elmer F. Bennett. 

Mr. Moss. Well, I think we can make this record very clear on this 
point. The chairman would say there was no such testimony in the 
House. The request of the Bureau for the deletion of the item from 
their budget request came on the 13th of May 1959, at the virtual con- 
clusion of the committee consideration of the legislation, and those of 
us who were concerned were informed only after the committee had 
determined to report the legislation. 

As the Commissioner knows, these hearings are not the most open 
type of hearings in Congress. It is extremely difficult for the Con- 
geeanen: who are not members of the Appropriations Committee, to 

acquainted accurately with the actions of the Committee on Ap- 
sropriations until the committee’s report and bill are filed, and I be- 
cee that I accurately reflect the sentiments of Congressman Johnson, 
who represents this area in the Congress, that he, together with a 
number of others in the House, were aware of this only upon their re- 
ceipt of the report from the Committee on Appropriations. We were 
not informed by the Bureau of their intention to withdraw. Had we 
been, there would have been representations made to the committee 
most insistently. But that opportunity was not afforded, because of 
our lack of information as to the actions of the Bureau. 

Mr. Domrny. Yes. I am sure you are absolutely correct, and such 
outside witnesses that may have testified would have had to have been 
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in the Senate, and I do believe some record was made in the Senate on 
' . Moss. f ] , 

i abeequentty, the Bureau of Reclamation furnished the following 
statement :) 


An examination of the hearings before the subcommittee of the Committee on 
Appropriations, House of Representatives, 86th Congress, Ist session (public 

orks appropriations for 1960), and the hearings before the subcommittee of the 
Committee on Appropriations, U.S. Senate, 86th Congress, Ist session, on H.R. 
7509 (public works appropriation, 1960) reveals no testimony concerning the cost 
to the Government for wheeling over any extended period of time as compared 
to the cost of the construction of the Keswick-Toyon line, nor any arguments 
as to the relationship of those costs to any overall wheeling contract. 


Mr. Moss. In connection with this matter, I will place in the record 
copies of Acting Secretary Elmer Bennett’s letter to the Honorable 
Clarence Cannon, of Missouri, chairman of the Appropriations Com- 
mittee of the House, dated May 138, 1959, and a copy of the letter of 
February 20, 1959, to Mr. S. L. Sibley, vice president and general 
manager of Pacific Gas & Electric Co. to Mr. B. P. Bellport, regional 
director of the U.S. Department of Interior, Bureau of Reclamation, 
Regional Office, Region 2, Sacramento. 

(The letters are as follows) : 


U.S. DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D.C., May 18, 1959. 
Hon. CLARENCE CANNON, 


Chairman, Appropriations Committee, 
House of Representatives, Washington, D.C. 


Deak Mr. CANNON: The request for appropriations by the Bureau of Reclama- 
tion for fiscal year 1960, as presented to your committee for consideration, con- 
tained an item for a 115-kilovolt transmission line from the Keswick switchyard 
to Toyon to provide service to the Shasta Dam Public Utility District in the 
amount of $350,000. 

Subsequent to the budget preparation, the Pacific Gas & Electric Co. advised 
that transmission of energy to the Shasta Dam Public Utility District would be 
made by it under the terms of the existing wheeling agreement. Since our ap- 
pearance before your committee, the offer has been analyzed and found to be 
acceptable. A copy of the company’s letter of February 20, 1959 is attached. 


The sum of $350,000 is no longer required for construction of facilities and may 
be deleted from our request. 


Sincerely yours, 


ELMER F.. BENNETT, 
Acting Secretary of the Interior. 


Pactric Gas & Etectric Co., 


San Francisco, Calif., February 20, 1959. 
Mr. B. P. BELLPorT, 


Regional Director, Department of the Interior, Bureau of Reclamation, 
Regional Office, Region 2, Sacramento, Calif. 

Deak Mr. Bettport: In reply to your letter of February 6, 1959, to Mr. Dreyer, 
this will confirm the offer of Pacifie Gas & Electric Co. to furnish wheeling 
service to Shasta Dam area public utility district under contract 175r—2650. 


The company is willing to furnish the district 4,000 kilowatts under the 
contract at 13,800 volts, as stipulated in your letter. 

Acceptance of this offer will make it unnecessary for the Bureau of Reclama- 
tion to construct its proposed 115-kilovolt transmission facilities from Keswick 


to serve the district and will save a capital outlay of approximately $350,000 in 
Federal funds. 


Very truly yours, 
S. L. Srpiey. 
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U.S. DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, REGIONAL OFFICE, REGION 2, 
Sacramento, Calif., February 6, 1959. 


Mr. WALTER DRYER, 
Vice President and Chief Engineer, Pacific Gas & Electric Co., San Francisco, 
Calif. 

Dear Mr. Dryer: We were quite interested and pleased to learn, in your 
February 2 telephone call to me, that your company is willing to wheel Centra) 
Valley project power and energy to Shasta Dam area public utility distrie 
In preparation for discussions we may have with officials of the district, | 
think it would be well if you would confirm your proposal in a letter that 
this customer would be served under contract 175r-2650. As you know, the 
district has been allocated 4,000 kilowatts of Central Valley project power gy) 
ject to negotiation of an appropriate amendment to its existing contract with 
the United States, and the delivery voltage is 13.8 kilovolts. 

Sincerely yours, 
B. P. BELLport, 
Regional Director, 


COMPARATIVE COSTS—-WHEELING VERSUS DIRECT TRANSMISSION 


Mr. Inprirz. In light of the testimony which has been given as to 
the costs of wheeled service, are there instances in which service by 
direct transmission line would be more favorable to the Government 
and to the customer than wheeled service ? 

Mr. Dominy. As I said a moment ago, if we were privileged to 
take certain segments that lend themselves favorably to:construction 
of a short line and eliminate them from the total picture, yes. But 
I am quite confident that Commissioner Straus and Secretary Chap- 
man and the congressional committees went into this rather fully at 
the time that the question was up as to whether the Federal power 
would be distributed by a federally constructed transmission grid or 
whether wheeling arrangements would be relied upon. While we 
have made such recent searches of the records as quick searches would 
permit, we didn’t find any detailed record, but we did find memo- 
randums of discussions and estimates which indicated that even at 
the construction prices generally prevailing at that time, the 1-mill 
rate considered in total, as compared to the cost of constructing and 
operating a grid of the magnitude required, was a good settlement. 

Mr. Inprirz. If it was such a good settlement, why did both the 
Bureau and SMUD consider that the charge of $205 million for 
wheeling over the payout period would imperil the financial strue- 
ture of the Central Valley project so as to persuade them to change to 
direct service ? 

Mr. Duean. Mr. Indritz, any wheeling fee that could be eliminated, 
such as of the magnitude of the SMUD wheeling fee, about a million 
and a half dollars a year, would, of course, help the project. I think 
that is rather obvious that it would help the payout of the project, 
as the loss of that kind of revenue would be felt in the repayment 
picture. 

Mr. Dominy. Now, bear in mind that doesn’t change the validity of 
the answer I made. Had we built the transmission lines, perhaps 
we would have had to raise the rates, and had it been necessary to 
wheel the large SMUD load and pay the wheeling fee, that might 
have made it necessary to raise the rate. 
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My statement was that based on the estimated cost of construction 
and operation and maintenance of all lines, even at the prices pre- 
vailing at the time of this consideration, it was determined that an 
et wheeling rate of a mill was in the range of being a good 
deal and that, therefore, we could eliminate that construction ex- 
pense to the Treasury in connection with the development of this 

ject. 
Pr. Inpritz. Do you know the date of the SMUD contract ? 

Mr. Domriny. The date of the SMUD contract, as I recall, was De- 
eember 11, 1952. 

Mr. Moss. The subcommittee will recess for 5 minutes to permit 
our reporter a chance to stretch a little. 

(Thereupon, a short recess was taken.) 

Mr. Moss. The subcommittee will be in order. 

Before we continue examination by counsel, I have a request from 
State Senator Stephen P. Teale that he be permitted to file a state- 
ment in connection with the subject matter of these hearings. If 
there is no objection, Senator Teale’s statement will be placed in the 
record at the conclusion of today’s hearings. 

Mr. Invrirz. I had asked as to the date of the SMUD contract. 

Mr. Dominy. That was December 11, 1952. 

Mr. Inprrrz. If the wheeling charge was reasonable at that time, 
why was it felt necessary to go to direct service in order to eliminate 
that wheeling cost which it was felt would imperil the payout of the 
Central Valley project? 

Mr. Domrny. I will refer that to Mr. Baker. 

Mr. Baxer. The original marketing plan on the Central Valley 
project had always contemplated that service would be supplied to 
SMUD by some means other than wheeling. 

Mr. Inprirz. But the response had been that a 1-mill wheeling 
charge is a reasonable charge. 

Mr. Baxer. On an overall systemwide basis. 

Mr. Moss. That has been, however, questioned in one or more re- 
ports of the Comptroller General. 

Mr. Baker. That is right. 

Mr. Moss. The reason I make that observation is, as I pointed out 
earlier, the Committee on Government Operations is the committee to 
which the Comptroller General directs his reports and that is one of 
the bases, of course, of the study of this salicuesisbitheas 

Mr. Dominy. Yes, and I am going to be quite interested in the re- 
sponse you get. 


Mr. Moss. I will be very happy to supply you with a copy of that. 

Mr. Domtny. Yes, sir. 

Mr. Inprirz. In your opening statement today you testified that the 
1-mill wheeling fee is, overall, a reasonable figure. On what basis do 
you have that conclusion ? 

Mr. Dominy. We have that, as I say, from the fact of the estimates 
at the time that this project was unfolding in construction, and we 
have it from our discussions with the Bonneville Power Administra- 
tion and with our own experience in constructing transmission lines 
and working out wheeling arrangements in our operations elsewhere, 
and we believe because of the nature of the service provided here over 
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a broad area that this is a reasonable rate to pay in lieu of our hayip 
to duplicate transmission facilities on such a wide scale. S 

Mr. Inprirz. When were those studies made? 

Mr. Dominy. Well, as I say, it was considered at the time the Cep. 
tral Valley project was in construction. 

Mr. Inpritz. Have there been any recent studies! 

Mr. Moss. Well, now, let’s get this back. I now am relying entire] 
on memory, but I would question the accuracy of a statement that it 
was considered the most reasonable at the time of the inception of the 
project. I think, on the contrary, other means were considered and 
as a result of developments which were not always in accord with the 
expressed judgment of the responsible officials of the Department and 
of the Bureau, they were finally forced to seek the wheeling agree. 
ment, and the figure represents the best obtainable, rather than what 
might necessarily be the most reasonable. 

Mr. Dominy. I agree; that is absolutely accurate. What I meant 
to imply is that faced with either a showdown on Government con. 
struction or acceptance of a wheeling rate that was considered an 
alternate that was within the range of acceptability, as we had esti- 
mates which indicated that the 1-mill rate was as near as we could 
determine approximately what it would cost us to build and amortize 
and maintain and operate a transmission grid of this type, the 1-mill 
plan was accepted rather than going back to Congress and saying, 
“We haven’t been able to get any alternate method of distribution 
and we want you again to consider the Federal transmission.” That, in 
essence, is, as I understand it, the chronology. I was not personally 
engaged in the power business in the Bureau at that time, but this is 
as I get the picture from the people who were. 

Mr. Inpritz. And in light of that chronology, the Bureau decided 
to go on a direct service basis with SMUD because of the large impact 
that the wheeling charges would have on the financial structure of 
the CVP system; is that correct ? 

Mr. Dominy. SMUD was the biggest single load we envisioned, and 
it was a load that lent itself pretty readily to direct service, because 
of the physical location of the lines that we were going to build. 

Mr. Inpritz. Would service to Redding, to Shasta PUD, and to 
Roseville, lend itself to direct service ? 

Mr. Domriny. Mr. Baker is more familiar with that situation, 

Mr. Baxer. I think that the geographical location of Redding and 
of Roseville, the same as the geographical location of Sacramento, do 
lend themselves to direct service. 

Mr. Inpritz. How about Shasta Dam Area PUD? 

Mr. Baker. Yes, and it is now receiving service direct. 

Mr. Inprirz. In view of the financial costs to the Government of 
providing such service by wheeling to those three public agencies, 
wouldn’t it be better for the Government to have such direct service 
with those agencies, rather than wheeling ? 

Mr. Domrny. I think if those particular entities could be segmented 
off and treated separately, the answer is unquestionably “Yes.” Now, 
if that were done, just what that would do when our wheeling acree- 
ment comes up for consideration in 1971, I am just not able to fore- 
east. We might still be able to hold the same general arrangement. 
We might not. 
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Mr. Inprertz. Well now, if you are able to hold the same general ar- 
rangement, you have certainly suffered no loss by going on direct 
service With some customers, isn’t that true? »a$. 

Mr. Dominy. Certainly, but don’t let’s forget that it is the Con- 

ess who has been frowning on transmission line construction when- 
ever there is a wheeling contract in existence. — 

Mr. Inprirz. Have there been transmission lines constructed by 
customers ’ ; ; 

Mr. Dominy. Yes, indeed; to receive power directly. Indeed, there 


are many. 


DISCOUNTS TO CUSTOMERS WHICH CONSTRUCTED DIRECT TRANSMISSION 
LINES 


Mr. Inpritz. Have there been transmission lines or other transmis- 
sion facilities constructed by customers where the Bureau aids in the 
amortization or operation and maintenance of the lines ‘by discounts 
or rebates ? 

Mr. Dominy. There were a number of that type of operation which 
the chairman mentioned yesterday, and Mr. Baker, I am sure, is 
familiar with that and can tell you about the nature and scope of that 
type of activity. 

Mtr. Baxer. A considerable number of years ago in the Bureau’s 
operations, it did in several] instances accept contributions in aid of 
construction; cash contributions made by potential customers, which 
would permit the Bureau to build a transmission line and establish 
a substation in order to provide service. The manner in which those 
were accomplished factually was that customer A would give cash 
to the Government and the Government would then build facilities to 
which it had title and for which it was responsible, and provisions 
were made whereby rebates were made to those customers until the 
sum of the rebates equaled the cash contribution made earlier. 

Mr. Inprrrz. Were some of those discounts rather than rebates? 

Mr. Baxer. My recollection is that the terminology of the contracts 
generally were in terms of rebates, and I say that because of the fact 
that an issue arose sometime along in 1945 or 1946 in which the right 
of the Bureau to make rebates to a customer out of revenues received 
from the sale of power was challenged. 

We took the matter up with the Comptroller General and he found 
that rebates per se were, I believe he said, illegal. But he did find 
that the Secretary had wide latitude in the establishment of rates 
for the sale of power, and that it would not be out of line or illegal for 
the Secretary to establish a discount upon the rate to be given to 
customers who had made such type of contribution for extension 
until the sum of the discounts equaled the amount of the contribution. 

Now, I grant you that that is a fine point of distinction of whether 
& customer is getting a rebate or a discount, but that is what the 
Comptroller found. 

Mr. Inprirz. Was that an opinion by the Comptroller General ? 

Mr. Baxer. That is the 1947 opinion by him. 

Mr. Inprrrz. Mr, Chairman, I offer for inclusion in the record 
i by the Comptroller General, No. B-62789, dated January 

, 1947, 
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Mr. Moss. Is there objection ? 

Hearing none, the opinion will be included in the record at this 
point. 

(The Comptroller General’s Opinion No. B-62789, dated J anuary 
9, 1947, follows :) ; 

COMPTROLLER GENERAL OF THE UNITED States 
Washington, January 9, 1947 
The Honorable the SECRETARY OF THE INTERIOR. , 

My Dear Mr. SECRETARY: I have your letter of January 3, 1947, as follows: 

“A pipeline company has requested electric service from the Bureau of 
Reclamation of this Department at its proposed oil pipeline pumping plant 
near Casper, Wyo. Service to this customer from the Bureau’s existing Kendrick 
project power transmission system will require additional facilities consisting 
of approximately 8 miles of 69-kilovolt feeder transmission line together with 
a delivery substation of 1,000 kilovolt-ampere capacity for 440-volt secondary 
service. The estimated cost of these facilities is $87,500, and under the standard 
project rate schedule the estimated annual revenue is approximately $40,000. 
As the customer will desire service by September 1, 1947, there is insufficient 
time to construct the necessary facilities if the Bureau is to await the appro- 
priation of funds for the needed facilities. 

“As the Bureau is desirous of servicing this customer, it is proposed, unless 
you have objection, to accept an advance of funds from the customer under 
authority conferred by the act of March 4,'1921 (41 Stat. 1404), reading ag 
follows: 

“*All moneys hereafter received from any State, municipality, corporation 
association, firm, district, or individual for investigations, surveys, construe. 
tion work, or any other development work incident thereto involving operations 
similar to those provided for by the reclamation law shall be covered into the 
reclamation fund and shall be available for expenditure for the purposes for 
which contributed in like manner as if said sums had been specifically 
appropriated for said purposes.’ 

“This act, in proper cases, renders inapplicable the requirement of section 16 
of the act of August 13, 1914 (38 Stat. 686, 690), that expenditures from the 
reclamation fund may be made only out of appropriated funds. Electric service 
would be rendered the customer under a contract, and at rates fixed pursuant to 
section 9(c) of the act of August 4, 1939 (53 Stat. 1187). 

“The mechanics of the plan are as follows: 

“(a) A contract for electric service would be entered into with the customer 
which would specifically provide for, among other things, a cash advance to 
the United States by the customer in the amount of $87,500, the advance being 
premised and made contingent upon its use for the construction of electric 
facilities above specified. The United States would agree to its expenditure 
for the purposes for which the advance was made, and the facilities so con- 
structed would be, and remain, the property of the United States 

““(b) The contract would provide in the article entitled, ‘Rates for Service’ 
that in recognition of the advance of funds the customer would be afforded a 
discount of a specified percentage from the standard project rate schedule, 
which discount would continue in effect until the customer has, for power 
received, paid to the United States in the form of the reduced rate schedule plus 
the advanced funds an amount equal to that which the customer would have 
paid for the identical amount of service had the United States constructed the 
additional facilities with appropriated funds and had the customer been billed 
at the standard project rate schedule. At such time the discount would ter- 
minate. Stated is another way, the discount would remain in effect until the 
cumulated amounts thereof equal the customer’s advance. 

“A discount in the rate schedule is justified because the standard project 
rate schedule is premised upon the construction of all necessary facilities with 
funds provided by the United States and the further fact that over a period of 
time the customer will have paid the United States an amount equal to that 
which it would have paid had it been billed under the standard rate schedule. 
+ “(c) In the event that the eontract is for any reason terminated prior to 
such time as the customer has paid for the power in the form of the advance 
and payments under. the discounted rate schedule'an amount equivalent to the 
payments that would have been made under the standard rate schedule, the 
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customer shall have no further right to service under a discounted rate schedule 

r to any refund from the United States. 

* ritaer views are requested as to whether the act of March 4, 1921, above 
ferred to authorizes the receipt and expenditure of advanced funds in the 
a er herein set forth. The decision is requested because the customer, 
ee committing itself by entering into a contract, has expressed a desire 
vor assurance as to the authority of the Bureau of Reclamation to accept and 
nd the proposed advance of funds in the circumstances referred to. ! 
“As I am advised that the customer must make a decision between electrical 

ration of its pumping plant and other installation of internal combustion 

eyuipment not later than January 15, your early consideration of this matter 
will be greatly appreciated.” ies t 

Section 9(¢c) of ee act of August 4, 1939, cited in your letter, provides, in 

as follows: 

oes > ealy of electric power or lease of power privileges made by the 
Secretary in connection with the operation of any project or division of a project, 
shall be for such periods, not to exceed forty years, and at such rates as in his 
judgment will produce power revenues at least sufficient to cover an appro- 
priate share of the annual operation and maintenance cost, interest on an appro- 
priate share of the construction investment at not less than 3 per centum per 
annum, and such other fixed charges as the Secretary deems proper * * *. 

Since, under the plain terms of the said 1921 statute, quoted in your letter, 
there is authorized the receipt of funds from outside sources to finance con- 
struction work under the reclamation laws, and the disbursement thereof “as 
if said sums had been specifically appropriated for said purposes,” there is 
perceived no legal objection to the receipt and expenditure of the funds pro- 
posed to be advanced as outlined in your letter. 

Presumably, any doubt you may entertain in the matter arises by reason of the 
circumstance that by affording the pipeline company a discount from the stand- 
ard project rate schedule for the service until such time as the sum of said 
discounts equals the advance in question, the company, in effect, will be reim- 
pursed the amount of its cash outlay. But, aside from the fact that nothing 
in the terms of the 1921 statute would appear to preclude such a result, there 
would appear to be no doubt that the granting of said discounts is consistent with 
the broad authority vested in you by the act of August 4, 1939, supra, to fix the 
rates at which electric power is to be sold. 

Accordingly, and in specific answer to the question set forth in the penultimate 
paragraph of your letter, I have to advise that the receipt and expenditure of 
the funds to be advanced by the customer under the circumstances presented 
would appear to be within your authority, 

Respectfully, 


Linpsay C. WARREN, 
Comptroller General of the United States. 

Mr. Invrtrz. The Comptroller General’s opinion deals with the sub- 
ject of discounts and does not deal with the subject of rebates, Mr. 
Baker. Do you recall any formal opinion that deals with the subject 
of rebates, because this opinion deals only with the subject of dis- 
counts? If you wish to examine it, you may. 

Mr. Baxer. I have copies in my file also. The reason that speaks 
in terms of discounts is because the Secretary of the Interior was 
making a proposal—he was making an inquiry to the Comptroller 
General of whether or not discounts would be permitted. 

Mr. Inpritz. What did the Comptroller General say to that? 

Mr. Baxer. That is his opinion that he finally gave, that discounts 
would be permissible. 


Mr. Invrrrz. There is no legal barrier then to the providing of dis- 
counts ? 


Mr. Baxer. Not to providing of a discount to compensate a cus- 
g p 


tomer for a contribution in cash which he had made in aid of con- 
struction. 


Mr. Invrrrz. Has there been any change in the law? 
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Mr. Baxer. That was the only issue at that time. 

Mr. Inprrrz. Has there been any change in the law that would 
render that opinion invalid now ? 

Mr. Baxer. Not that I know of. 

Mr. Moss. Well, the distinction drawn—is it your interpretation 
of the Comptroller General’s opinion that his approval extended only 
to the acceptance of advance cash payments? From that, do you then 
conclude that the discount for the construction of a customer’s facilj- 
ties would be illegal or in conflict with the opinion of the Comptroller 
General ? 

Mr. Baxer. I don’t believe the Comptroller’s opinion of 1947 would 
cover that matter. 

Mr. Moss. Well, is there a difference ? 

Mr. Baxer. Yes; I think the difference is that the ere to the 
Comptroller General was in terms of a query of providing a discount 
for a recovery of a contribution in aid of construction. 

Mr. Dominy. And the title would be in the United States. 

Mr. Moss. Mr. Indritz, when we return to Washington, will you 
prepare a letter to the Comptroller General asking for an opinion 
under circumstances such as those proposed by Shasta Public Utility 
District ? 

Mr. Inprirz. Yes, sir. That would include the proposal as stated 
on the 

Mr. Moss. Presentation. 

Mr. Inprirz. The presentation yesterday that upon the completion 
of the amortization the title to the line would be transferred to the 
Government. 

Mr. Moss. Since the Shasta Public Utility District statement 
offered an alternative to that, I think that requesting the opinion on 
the principal proposal or the alternative would be the appropriate 
method. 

Mr. Inprirz. Yes, sir. 

(The correspondence referred to is as follows :) 





May 10, 1960. 
Hon. JoSEPH CAMPBELL, 
The Comptroller General of the United States, 
Washington, D.C. 


My Dear Mr. CAmMpseELL: During the hearings before the Special Subcommittee 
on Assigned Power and Land Problems, in Sacramento, Calif., on March 25 and 
26, 1960, a preference customer purchasing electric power from the Bureau of 
Reclamation’s Central Valley project offered to construct transmission facilities 
over which such power would be transmitted and sold to the customer. The 
customer requested it be allowed a discount from the standard rate schedule 
for such power and stated that when the facilities have been amortized, it would, 
as determined by the Bureau, either convey title thereto to the Government and 
terminate the discount arrangement, or retain possession of the facilities and 
the discount would be reduced to cover only the future operation and mainte- 
nance costs of the facilities mentioned. In considering this proposal, a rep- 
resentative of the Bureau testifying before our subcommittee raised a question 
as to the Bureau’s authority to enter into such arrangement. 

Reference was particularly made to the Comptroller General’s opinion (B- 
62789), dated January 9, 1947, addressed to the Secretary of the Interior, which 
ruled that the Bureau of Reclamation has authority (a) to accept funds from 
a power customer for construction of transmission facilities over which power 
sold to such customer would be delivered, and (0b) to allow that customer a 
percentage discount on the standard rate schedule until the sum of the discount 
equals the amount of the contribution. That opinion cited the act of March 4, 
1921 (41 stat. 1404, 43 U.S.C. 395), as authorizing receipt of the contribution 
and concluded as follows: 


“y 
appt 


by t 
1187 


opit 
faci 
gral 
line 


leas 
trib 


and 
rea’ 


its ¢ 


ae Ae 


on 
16 


nt 
mn 
te 


tee 
ind 


ies 
The 
ule 
Nd, 
ind 
ind 
ite- 
ep- 
‘ion 


(B- 
lich 
rom 
wer 
ra 
yant 
h 4, 
tion 


SALE AND TRANSMISSION OF POWER 233 


“But, aside from the fact that, nothing in the terms of the 1921 statute would 

pear to preclude such a result, there would appear to be no doubt that the 
7 ting of said discounts is consistent with the broad authority vested in you 
py the act of August 4, 1939, supra, to fix the rates at which electric power is to 
pe sold.” The reference to the 1939 statute was to sec. 9(c) of the act (53 stat. 
1187, 1193 ; 48 U.S.C. 485h(¢)). 

The Bureau witness suggested, however, that the Comptroller General’s 
opinion of 1947 applies only to discounts to customers who contribute cash to 
the Bureau which the Bureau uses for the construction of the transmission 
facilities, and therefore he questioned whether such discounts could also be 
granted to a customer who contributes physical property, such as transmission 
lines and associated facilities. ; ; 

Your attention is called to the fact that the Bureau of Reclamation has, in at 
jeast the following instances, granted discounts to customers which have con- 
tributed equipment rather than, or together with, funds: 

1. Unity Light & Power Co., Burley, Idaho (contract 174r—-1595, dated 
May 31,1951). Material, equipment, and site valued at $13,386.32 conveyed 
to the Goverment in 1951 ; discount completed in July 1952. 

2. U.S. Bureau of Mines, Boulder City, Nev. (contract I1r—1393, Novem- 
ber 17, 1942). Equipment valued at $22,655.28 contributed; discount com- 
pleted April 1953. 

8. See also, Morgan County REA, Fort Morgan, Colo. (Supp. 1, 
dated January 16, 1940, to contract 12r—10583, of August 30, 1939). Facili- 
ties valued at $15,000, plus additional funds, contributed ; discount completed 
in 1943. 

It would be appreciated if you would advise us, in the light of the statutes 
and opinion cited above, as well as any other applicable law, whether the Bu- 
reau of Reclamation could lawfully grant a discount from the standard project 
power rate schedule to a customer who constructs transmission facilities with 
its own funds under the following circumstances: 

(a) The customer conveys to the Government the title to the facilities 
when the discount allowance begins. 

(b) The customer conveys to the Government the title to the facilities 
when their cost has been amortized. 

(c) The customer retains title to the facilities after their cost has been 
amortized. 

As we understand the proposal, the discount, in each of the cases mentioned 
above, would not exceed an amount sufficient to provide for the costs of amortiz- 
ing the capital costs, and the operation and maintenance costs of the facilities 
mentioned. In cases (a) and (b) above, the discount would cease when the 
sum of the discount equals the amount of the cost of amortizing the facilities; 
and in case (c) above, the discount would be reduced, after amortization of the 
facilities, to provide solely for operation and maintenance. In no case would 
the Government be obligated in any way except to allow the agreed-upon dis- 
counts on the power actually purchased. 

Your early response will be appreciated. 

Sincerely yours, 


JOHN BE. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems. 


B-62789. 
COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, June 28, 1960. 
Hon. Joun E. Moss, 


Chairman, Special Subcommittee on Assigned Power and Land Problems, 
Committee on Government Operations, House of Representatives. 


Deak Mr. CHAIRMAN: By letter of May 10, 1960, you referred to hearings 
before the Special Subcommittee on Assigned Power and Land Problems, in 
Sacramento, Calif., on March 25 and 26, 1960, and to the offer made by a pref- 
erence customer purchasing electric power from the Bureau of Reclamation’s 
Central Valley project to construct transmission facilities over which Bureau 
power would be transmitted and sold to the customer at a rate less than the 
standard rate schedule for such power. You point out that the customer re- 
quested it be allowed a discount only until such time as the facilities were 
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amortized when it would, as determined by the Bureau, either convey title to 
the facilities to the Government or, in the alternative, retain title with ap 
adjustment in the discount rate to cover only operation and maintenance ¢ogtg 
of the facilities. As a result of a question raised by a representative of the 
Bureau concerning the Bureau’s authority to enter into such an arrangement 
you have requested our opinion as to whether the Bureau of Reclamation eoyig 
lawfully grant a discount from the standard power rate schedule to a customer 
who constructs transmission facilities with its own funds under the following 
specific circumstances : 

“(a) The customer conveys to the Government the title to the facilities whep 
the discount allowance begins. 

“(b) The customer conveys to the Government the title to the facilities whey 
their cost has been amortized. 

“(c) The customer retains title to the facilities after their cost has beep 
amortized. 

“As we understand the proposal, the discount, in each of the cases mentioneg 
above, would not exceed an amount sufficient to provide for the costs of amortiz. 
ing the capital costs, and the operation and maintenance costs of the facilities 
mentioned. In cases (a) and (b) above, the discount would cease when the 
sum of the discount equals the amount of the cost of amortizing the facilities: 
and in case (c) above, the discount would be reduced, after amortization of 
the facilities, to provide solely for operation and maintenance. In no cage 
would the Government be obligated in any way except to allow the agreed upon 
discounts on the power actually purchased.” 

Section 1 of the act of March 4, 1921, 41 Stat. 404, 43 U.S.C. 395, provides as 
follows: 

“All moneys received after March 4, 1921, from any State, municipality, cor. 
poration, association, firm, district, or individual for investigations, surveys, 
construction work, or any other development work incident thereto involving 
operations similar to those provided for by the reclamation law shall be covered 
into the reclamation fund and shall be available for expenditure for the purchase 
for which contributed in like manner as if said sums had been specifically ap 
propriated for said purposes.” 

And section (c) of the act of August 4, 1939, 53 Stat. 1193, 43 U.S.C. 485h(¢), 
provides, in pertinent part, that: 

“* * * Any sale of electric power or lease of power privileges, made by the 
Secretary in connection with the operation of any project or division of a project, 
shall be for such periods, not to exceed forty years, and at such rates as in his 
judgment will produce power revenues at least sufficient to cover an appropriate 
share of the annual operation and maintenance cost, interest on an appropriate 
share of the construction investment at not less than 3 per centum per annum, 
and such other fixed charges as the Secretary deems proper: * * * ” [Italic 
supplied. ] 

As noted in your letter, a similar matter was considered in our decision of 
January 9, 1947, B-62789. We held therein that under the provisions of section 
1 of the act of March 4, 1921, the Bureau of Reclamation is clearly authorized 
to accept funds from a power customer for use by the Government in construct- 
ing transmission facilities; and that under the pravisions of section 9(c) of 
the act of August 4, 1939, the Secretary of the Interior’s authority in the fixing 
of rates for the sale of power is sufficiently broad to embrace the granting of 
discounts where transmission facilities are constructed with funds contributed 
for that purpose by a customer. 

You mention in your letter that since our earlier decision dealt with receipt 
by the Government of a cash contribution and applied the provisions of section 4 
of the act of March 4, 1921, question has been raised by a Bureau representative 
as to whether the Bureau is authorized to grant discounts to a customer who 
contributes physical property rather than cash. 

It is true that the referred to act of March 4, 1921, is applicable only to 
“moneys received” and not to property. There are other laws, however, which 
authorize the Secretary of the Interior to acquire property for reclamation 
purposes. For example, section 2 of the act of August 26, 1937, 50 Stat. 850, 
contains the following provision relating specifically to the Central Valley 
project, California : 

“* * * the Secretary of the Interior * * * may acquire by proceedings in 
eminent domain, or otherwise, all lands, rights-of-way, water rights, and other 
property necessary for said purposes: * * *” [Italic supplied.] 
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It thus seems clear that the Secretary of the Interior is authorized to acquire 
any property he deems necessary in carrying out the Central Valley project by 
condemnation, donation, or otherwise. It therefore is immaterial from a legal 
standpoint whether the Secretar 7 accepts cash to construct a facility under the 
act of March 4, 1921, or acquires the facility through other means under the act 
of August 26, 1937, 50 Stat. 850. We see no valid basis for distinguishing the 
arrangements covered in your letter from those considered in our decision of 
January 9, 1947, so far as the granting of discounts under the broad discretionary 
rate fixing authority of the Secretary contained in the act of August 4, 1939, 48 
U.S.C. 485h(c) is concerned. The amount of the rate to be fixed is a matter pri- 
marily within the judgment of the Secretary. 

Accordingly, our answer to the question presented is in the affirmative for 
each of the three arrangements proposed wherever the Secretary is similarly 
authorized to acquire the property. 

In reaching our conclusion, we are not unmindful of the fact that Congress has 
directed the Bureau of Reclamation not to engage in the construction of duplicat- 
ing transmission facilities, where adequate facilities are available for wheeling 
power to its customers. Since fiscal year 1952, appropriations to the Bureau of 
Reclamation for “construction and rehabilitation” have provided that : 

«# * * no part of this appropriation shall be used to initiate the construction 
of transmission facilities within those areas covered by power wheeling service 
contracts which include provision for service to Federal establishments and pre- 
ferred customers except those transmission facilities for which construction funds 
have been heretofore appropriated, those facilities which are necessary to carry 
out the terms of such contracts or those facilities for which the Secretary of the 
Interior finds the wheeling agency is unable or unwilling to provide for the inte- 
gration of Federal projects or for service to a Federal establishment or preferred 
customer * * *.” 

But it is to be noted that this statutory prohibition against the construction of 
transmission facilities relates exclusively to the use of appropriated funds. And 
since, under the arrangements set forth in your letter, the discounts to be granted 
and the facilities to be acquired are to be paid for through Savings in operating 
costs, it is clear that appropriated funds are not to be considered as being used 
for those purposes. 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


BUREAU'S PRESENT POWER SALE CONTRACTS PROVIDING FOR DISCOUNT IN 
LIEU OF WHEELING 


Mr. Inpritz. Mr. Dominy, the committee received, under cover of a 
letter from T. Otis Beasley, Administrative Assistant Secretary of the 
Interior, dated February 15, 1960, a compilation of data concerning 
purchases of Bureau of Reclamation power, funds provided to con- 
struct facilities, and rebates or discounts on purchased power. 

Mr. Chairman, I offer the tabulation of these contracts 

Mr. Moss. That was in the record yesterday. I think a reference 
to the inclusion would be sufficient. 

Mr. Inprirz. Mr. Dominy, does the Bureau of Reclamation now 
have any electric power sales contracts which contain a provision for a 
discount in lieu of wheeling ? 

Mr. Baxer. Yes, we have several contracts of that nature. 

Mr. Inprirz. Mr. Chairman, the Bureau transmitted to the commit- 
tee copies of the contracts referred to, and I prepared a tabulation 
summarizing the contracts, and I offer this tabulation for inclusion 
in the record. 


Mr. Moss. Is there objection ? 


Hearing none, the tabulation will be included at this point. 
(The tabulation follows :) 
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Mr. Inprirz. Are there any contracts now under negotiation which 
would contain a provision for discount in lieu of wheeling ? 

Mr. Baxer. I believe there is one contract under active negotia. 
tion, and possibly two additional ones. The ones to which I am rp. 
ferring are contracts with the L. & O. Power Cooperative of Towa, the 
Upper Missouri G. & T. Cooperative of, I think it is, South Dakota, 
and the Dakotas Electric G. & T. Cooperative. 

(Subsequently, the subcommittee was informed by the Bureau of 
Reclamation as follows :) 

Contract 14-06-600-3496 with L. & O. Power Cooperative was entered inty 
under date of November 10, 1959; it was approved by the Assistant Secretary 
of the Interior on December 30, 1959; and the regional director, region yy 
Billings, Mont., gave final notification thereof to the cooperative on March 39 
1960. The contract provides, among other matters, for a wheeling fee of 1 mil] 
per kilowatt-hour with respect to power sold by the Bureau to members of 
L. & O. and transmitted over L. & O. facilities; and for a discount of 1 mill per 
kilowatt-hour in lieu of wheeling with respect to power sold by the Burean 4j. 
rectly to L. & O. for resale to its members. The contract is effective until De 
cember 1, 1979. 


NATURE OF TRANSMISSION SERVICE 


Mr. Inprirz. Would the proposal by the Shasta Dam Area PUD 
for a discount in connection with the construction of the direct trans. 
mission line involve any different kind of service than would be in- 
volved in the contracts containing provisions for discount in lieu of 
wheeling ? 

Mr. Baker. Yes, it would. 

Mr. Inprrrz. Would you state the nature of those differences? 

Mr. Baker. The organizations with whom we have contracts that 
provide for a discount in lieu of wheeling, by the very nature of that 
terminology, contemplate a contract with an organization that, were 
we not providing them a discount in lieu of wheeling, we would ae- 
tually be wheeling over transmission lines that they had constructed 
for the purpose of supplying power to customers of the United States 
and over the lines of which organization we would wheel. 

Mr. Inprrrz. Isn’t the end result the same, namely, that the power 
get to the customer, whether by direct transmission line or over 
someone else’s lines? The objective is to get the power to a certain 
place where it is used ; is that not so? 

Mr. Baxer. That is the objective of the customer, certainly, to get 
the power to the point where they want to use it. Now, ofttimes that 
power can be provided by direct service from transmission facilities 
that the Bureau has constructed. Ofttimes the point at which the 
customer desires his power is at a point distant from the transmission 
system that the United States has constructed, and in those instances, 
where that point of delivery is at a distant point and there is an or- 
ganization available which has transmission facilities and which is 
villing to lease to us transmission rights, we utilize those facilities in 
lieu of the construction of Federal facilities, 

Mr. Inprirz. What difference would it make, in the case of the 
Shasta Dam Area PUD, whether they either gave a contribution to 
the Government, which could be discounted under the authority re 
ferred to in the Comptroller General’s opinion of 1947, or a provision 
is made for assisting in the amortization and operation and mainte 
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nance of the line directly constructed by them, where they would offer 
title to the United States upon its amortization ? 

Mr. Baxer. If we provided a discount to a customer for the trans- 
mission of power which it buys for its own use and which it is gong 
to transmit from the system of the United States to its own location of 
use—if we were to grant a discount for that type of an arrangement, 
we essentially would have to grant a similar discount to practically 
every customer that the Bureau serves. We take the case, for in- 
stance, here in the Central Valley of the Sacramento Municipal Utility 
District. If a discount is granted to a customer for the transmission 
of power it purchases for its own use over its own lines, as Mr. Dominy 
pointed out in his statement, it would immediately involve a request, I 
am certain, from Sacramento Municipal Utility District for a similar 
discount on power that they purchase. 


DISCOUNT TO SACRAMENTO MUNICIPAL UTILITY DISTRICT 


Mr. Inpritz. Sacramento now gets a discount of 5 percent. 

Mr. Baxer. The discount of 5 percent is not a discount for the trans- 
mission of power over its own line. That 5 percent discount was 
granted in consideration of the Sacramento Municipal Utility District 
constructing certain transformer installations which the United States 
would have normally and otherwise have had to build itself. 

Mr. Inprirz. Mr. Baker, you may perhaps have a copy of the con- 
tract, but if you don’t, may I read to you for your convenience ? 

Section 5 of the contract between the Bureau of Reclamation and the 
Sacramento Municipal Utility District, of December 11, 1952, reads, 
under the heading of “Adjustment”: 


If delivery is made over facilities of P.G. & E., as contemplated by article 3, 5 
percent discount will be allowed on the demand and energy charges applicable to 
such delivery. 

If delivery is made to the 230 kilovolt facilities of the contractor as provided 
in article 4, 10 percent discount will be allowed on the demand and energy 
charges applicable to such delivery. 


Article 4(b) provides for the construction of transmission facilities 


between the Elverta switchyard and the facilities of the contractor. 
Perhaps I should read article 4(b), which states: 


(b) To enable the contractor to accept delivery of power and energy to be 
supplied hereunder in accordance with paragraph (a) of this article, and to 
transmit such power and energy for use by its customers, the contractor will 
construct (1) switching protection and transformation facilities adequate and 
necessary to receive 290,000 kilowatts from adequately protected bus struc- 
tures at 230 kilovolts at Elverta switchyard and to transform such power to 
nominal voltages of 115 kilovolts and 69 kilovolts, and (2) two transmission 
circuits between Elverta switchyard and a location adjacent to the lines of 
the United States in the southern portion of the service area of the contractor, 
herein referred to as Contractor’s South Sacramento Switchyard. * * * 


Wouldn’t those provisions indicate that an additional 5-percent 
discount was made for shifting from wheeling to a direct service 
transmission by construction of transmission facilities? 

_Mr. Baxer. No. The second 5-percent discount was made in con- 
sideration of the Government being relieved of making a transforma- 
tion of the Elverta switchyard from 230 kilovolts down to 69 kilovolts. 
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Mr. Inprirz. That doesn’t appear to be so according to this article, 

Mr. Moss. Let’s expedite this by a citation from the contract that 
spells it out. 

Mr. Baxer. Mr. Indritz, I think, read the citation of the contract, 

Mr. Moss. You mean that is a correct 

Mr. Baker. He is reading from the contract. 

Mr. Moss. Let me read that then. We seem to be getting two 
interpretations. 

Iam going to read this again. 





(b) To enable the contractor to accept delivery of power and energy to be 
supplied hereunder in accordance with paragraph (a) of this article, and to 
transmit such power and energy for use by its customers, the contractor wil] 
construct (1) switching protection and transformation facilities adequate anq 
necessary to receive 290,000 kilowatts from adequately protected bus structures 
at 230 kilovolts at Elverta switchyard, and to transform such power to nominal 
voltages of 115 kilovolts and 69 kilovolts; and * * * 


That portion would accord with your statement, and— 


(2) two transmission circuits between Elverta switchyard and a location ad- 
jacent to the lines of the United States in the southern portion of the 
service area of the contractor, herein referred to as Contractor’s South Sacra- 
mento Switchyard. 

Does that require construction of both transformer and transmission 
facilities in order to obtain the discount ? 

Mr. Baxer. I can only answer that in this way: That the Bureau 
would have felt justified and would have provided the second of the 
5-percent discounts, or the 5-percent discount involved in this discus- 
sion, whether or not item 2 that you have just read from the contract 
was recited in the contract or not. 

Mr. Moss. Yes, but Mr. Baker, it is recited in the contract. It isa 
part of the requirement on the district. Had they performed only 
item 1, they would have not performed in accordance with the terms 
of the contract, would they? 

Mr. Baker. They would not have been able to utilize the power that 
they were to receive from an adequately protected bus structure at 
Elverta. 

Mr. Moss. Well, that is a distinction without a difference. That 
recitation clearly is not in the contract. It might be your recollection 
that might have been the reason, but the contract on its face does not 
so state, and I believe that the contract governs. 

Mr. Inprirz. If the 1-mill wheeling charge is a reasonable charge 
on an overall basis, why didn’t Sacramento Municipal Utility Dis- 
trict take action to obtain a 5-percent discount simply for the trans- 
formation, and leave the power to be wheeled. 

Mr. Baxer. I don’t think I can answer you on that. 

The statement that you read this morning—I believe it was this 
morning, or possibly since the luncheon recess—that you received from 
the Sacramento Municipal Utility District indicated that they were 
apprehensive that if they continued to receive service by wheeling 
from the Bureau, that the expense to the Central Valley project would 
have been so great that it would have ultimately resulted in a require- 
ment that the Central Valley project rate be increased in order to 
maintain financial feasibility. 
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Mr. Invrrtz. Precisely, and that indicates the 1-mill wheeling rate 
was not the proper thing to have in terms of feasibility of the project, 
and that was the reason why it was not sought . 

Mr. Baxer. That was the reason why apparently Sacramento Mu- 
nicipal Utility District was willing to build its own transmission lines 
from their own point of receipt from an adequately protected 230- 
kilovolt bus into the Sacramento loads. 

Mr. Moss. Are you saying that item 2 of the two items I read is not a 
requirement of the contract ? 

Mr. Baxer. No. Itisspecified in the contract. 

Mr. Moss. Well, then it is part of the consideration for the discount. 

Mr. Baxrr. If one wants to look at it that way. 

Mr. Moss. How else can you, sir? Do you read a contract any 
differently than anyone else? Isn’t it in there? Isn’t it clearly a 
condition of the contract ? 

Mr. Baxer. I agree that it is in there. 

Mr. Moss. Well, if it is a condition, it must be lived up to, must it 
not ? 

Mr. Baxer. It was. 

Mr. Moss. It was, but it must have been lived up to, isn’t that 
correct ? 

Mr. Baxer. It must have been lived up to by Sacramento, because 
as I just pointed out, Mr. Chairman—— 

Mr. Moss. That isn’t what I asked you. I asked you whether or not, 
being part of the contract, it had to be lived up to. 

Mr. Baxer. Yes, for them to receive service, at Elverta, it had to be 
lived up to. 

Mr. Moss. Yes, for them to live up to the contract. It had to be 
lived up to. I don’t know why you are so difficult. It is a simple ad- 
mission of the language itself. It is clear and unequivocal. 

Mr. Dominy. As I stated in my opening statement, Mr. Chairman, 
we are prepared to consider with other customers wherever the facts 
are within the same realm as existed in the case of SMUD contract, 
the application of similar credits. We certainly believe in consistency. 
I know this old saw about “Consistency is the jewel of small minds,” 
and so on, but I certainly think in dealing with the public that you 
have to be consistent when the facts are similar and consistent. 

Mr. Moss. Thank you. 

Mr. Dominy. And I have no hesitancy to deal on that same basis 
with others, if the conditions are substantially similar. 

Mr. Moss. You agree with me, Mr. Commissioner, that I correctly 
read that contract and that is a condition of the contract? 

Mr. Domtny. It quite obviously is, yes, sir. 





DISCOUNT TO SHASTA DAM AREA PUBLIC UTILITY DISTRICT 


Mr. Invrrrz. Prior to your testimony, Mr. Dominy, the Shasta Dam 
Area Public Utility District testified it would desire to provide direct 
service facilities and to receive a discount not in excess of one mill to 
assist in amortizing that facility. In your statement, which came sub- 
sequently, you stated that as a customer, the district is not eligible to 
receive this discount. 


Is there any provision of law which makes the district ineligible? 
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Mr. Dominy. In our contractual arrangement, as Mr. Baker has 
pointed out, we have not granted wheeling fees to a customer taking 
service directly from our lines. 

Mr. Inpritz. Aren’t several customers in the Missouri River Valley 
now receiving discounts ¢ . 

Mr. Dominy. We have explained that. They are in a different 
category. : ' 

Mr. Moss. Now, is it felt in making the concession to the customers 
in the Missouri Valley, that the Government in the overall picture 
has a net gain ? 

Mr. Domtny. Well, at least a stand-off, because it is our—as Mp. 
Baker explained—it is our judgment that we would have paid a wheel. 
ing fee to get it to the ultimate customer or have had to build a line 
of our own. 

Mr. Moss. Well, you would have paid or you will pay a wheeling 
charge if power is wheeled to Shasta Area Public Utilities District? ~ 

Mr. Dominy. That is correct. 

Mr. Moss. And if it is taken on their own lines, and you paid them 
a wheeling charge during the period necessary to amortize the facilit 
would there be any increased cost to the Bureau as a result of such 
action ? 

Mr. Domrny. Well, this puts a different complexion, of course, into 
the discussion. Our refusal was to allow a wheeling credit on a line 
built and owned by them. Now, as I understand it, they are inter. 
jecting a different 

Mr. Moss. That is correct. They stated yesterday that they had 
not brought this last proposal to your attention. 

Mr. Dominy. That is right. This is a different proposal, which 
certainly, 1 am prepared to examine. Now, there are a number of 
possible problem areas that I can see clearly. The first is that we 
would have to check as to how this fits into the so-called Keating 
amendment on Federal transmission line construction, in view of the 
fact that this was before Congress, and we explained that we hada 
wheeling arrangement and withdrew the request, and money was not 
appropriated. Perhaps that isn’t germane. I am not sure. I cer- 
tainly want to look into that angle of it. 

Mr. Inprirz. Doesn’t the amendment you mention, which is under 
the heading of “Construction and Rehabilitation,” in Public Law 
86-254, of September 10, 1959 (73 Stat. 491, at p. 495), consist of a 
provided clause which starts out: 

Provided, That no part of this appropriation shall be used. * * * 


Mr. Domtny. That is correct. 

Mr. Inprirz. Wouldn’t it therefore follow that the amendment 
applies only to the use of funds which are appropriated by that 
particular act ? 

Mr. Moss. Public Law 

Mr. Inprirz. Public Works Appropriation Act, 1960, Public Law 
86-254, of September 10, 1959. 

Mr. Domuny. I agree, and that same language has been repeated a 
great many years and it undoubtedly will be in our bill this year. 
At least, I expect so, if Congress follows its consistent pattern. I 
think, technically, if the district proposes to supply the funds to build 
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the line and agrees to have it amortized over a one mill wheeling fee 
and then turns title over to the United States and have it part of our 

roperty for operation and maintenance from then on, that that is 
not technically in disagreement with this restriction that I spoke of. 

Mr. Moss. Well, their proposal was two ways. ‘They said they 
would also be willing to retain title and at the end of the amortization 
period renegotiate the discount factor in order to provide for operation 
and maintenance. | "ie 

Mr. Dominy. I can only say that I am prepared to consider this in 

faith. 
Moss. That is all I would ask. 

Mr. Dominy. And see how it fits into the pattern of our power sales 
and transmission agreement. 

Mr. Inprrrz. In giving such consideration to the matter, will you 
also consider the savings that could be obtained by the Government 
and also the financial benefits that the Government and the district 
will have? 

Mr. Dominy. Certainly. 

Mr. Inpritz. Do you understand that the testimony by Shasta 
Dam Area Public Utility District representatives indicated they don’t 
want to make a profit out of the arrangement; that they proposed 
the 1 mill discount proposal not as a minimum, but only as a maxi- 
mum, and that it would be adjusted to the cost of amortization and 
operation and maintenance ¢ 

Mr. Dominy. That was my understanding from the testimony I 
heard yesterday, yes. 


POSSIBILITY 





OF 





SELLING POWER TO CITY OF PORTOLA 








Mr. Inprrrz. During the testimony yesterday, a question was raised 
by the representative of the Plumas-Sierra Rural Electric Coopera- 
tive as to whether the Bureau would sell power and deliver it by 
wheeling to Plumas-Sierra in circumstances where Plumas-Sierra 
would transmit the power, either by sale or as wheeling agent, to the 
city of Portola. 

Is there any legal barrier to the Bureau effecting such sale or trans- 
mission of power ¢ 

Mr. Dominy. No, not any legal barrier. In this case, both the 
REA of Plumas-Sierra and the city of Portola are outside of the 
area of our agreement for wheeling with P.G. & E. 

Mr. Inprirz. My understanding is that 

Mr. Dominy. P.G. & E. made an exception to permit us to wheel 
to Plumas-Sierra. Now, that being the case, I have reason to believe 
that some additional power, if we had it available and could work 
out a contract with the city, could be wheeled to the Plumas-Sierra 
point of takeover and that they in turn could wheel it to the city. 
lam perfectly willing to explore first the availability of power and if 
it is available, secondly, the transmission in that fashion to the city. 
But, of course, we would only absorb the 1 mill of wheeling and any 
additional wheeling beyond that would have to be a burden on the 
city. But, Iam perfectly agreeable to exploring that. 

Mr. Invrirz. I am not raising any question as to whether the Bu- 
reau would absorb anything beyond 1 mill; but simply the question 
as to whether there is any barrier to working out this kind of arrange- 
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ment if there is power available and without any modification of th, 
Bureau’s policy to absorb not more than 1 mill. : 

Mr. Dominy. There is no problem, except, as I say, these are both 
outside of our area as agreed in our contract, and it would take an 
agreement with P.G. & E. for exception, which, as I say, we hay, 
already worked out as far as delivery to the REA is concerned, 


POWER REVENUES AND POWER RATES 


Mr. Barry. This won’t be a long examination, but just a few ques. 
tions that occurred to me as I heard the testimony. 

I was quite impressed with picking up one of the documents that js 
in the record now, made by James F. Sorensen, secretary of the Friant 
Water Users Association, Visalia, Calif. This is his statemen; 
presented to this Special Subcommittee on Assigned Power and Land 
Problems. 

In the second paragraph, he says: 

We wish to emphasize that the Central Valley project is a reclamation project 
and that the 1935 and 1937 congressional authorizations provided for “the generg. 
tion and sale of electric energy as a means of financially aiding and assisting 
such undertakings.” 

I want to emphasize that and I ask you if that is not the present 
policy today ? 

Mr. Dominy. Yes, indeed, Congressman Barry. The Central Val. 
ley project as a Federal reclamation undertaking was primarily for 
the irrigation and municipal industrial water supply features. The 
power features are there as revenue-producing elements of the project, 
with a definite portion of the power revenues, beyond that required to 
repay the power allocation with interest, being available as an aid to 
irrigation. 

Mr. Barry. On page 3 of his statement, I am again quoting from 
Mr. Sorensen’s statement, he says: 

As the cost of building transmission facilities and additional power gener 
tion units increase, as they have done since the present rates were established 
in the pre-Shasta stage, rates for the sale of surplus energy should reflect these 
increases. It seems obvious that if the surplus funds in the Central Valley 
project account are reduced by the addition of other features, that the matter 
of upward revision of the present rates becomes especially important. The 
possibility exists that the revenue from power sales would cease to assist the 
project. Certainly the members of the Friant Water Users Association strongly 
urge this committee to do all in its power to see that the aims of the Central 
Valley project as originally established by congressional legislation are carried 
out and that sale of electric power is a project benefit. 

Would you envision a possible increase in rates in keeping with th 
intimation suggested in this paragraph that I just read? 

Mr. Domrny. Based on our present contractual relations, under the 
integrated operation with the Pacific Gas & Electric Co. and the 
wheeling of our power, and with Trinity added to the project, ani 
even with San Luis authorized and added to the project, we still would 
be in conformance with the original authorized proposal to have a bal 
anced multiple purpose project with power and irrigation paying oll 
within the prescribed period of time. 

Now, I agree with the thought expressed there by Mr. Sorenset, 
that should there be additional higher cost elements added to the pry 
ect, as may well be the case as the great need here in California for 
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water unfolds, it might ultimately be necessary to have an upward re- 
yision in power rates in order to assure the payout within the 50 years 
prescribed generally by Congress in our authorizing acts. 


POWER NEEDS OF FEDERAL AGENCIES 


Mr. Barry. Well, Mr. Commissioner, yesterday we received many 

rotestations made about the need for power elsewhere, but very little 
be been said about the power for Federal agencies, and I wondered if 
that is not a primary responsibility of the Bureau of Reclamation, to 
see that ample power is available, not only presently, for Federal 
agencies, but also that in any contemplated change of your present 
policies, that you take into consideration the future needs of the Fed- 
eral agencies that exist and draw power from this source. 

Mr. Dominy. Well, I think it would be certainly prudent for the 
Federal Government in making investments in power features in any 
given area to make sure that as much power as is reasonably available 
could be assigned to the needs of Federal installations, so that the 
lower cost power available through our hydro developments on our 
multiple purpose projects accrue to the Federal Government as well 
as other preference agencies to the extent that that can be accomplished 
denenhy and practically. 

Mr. Barry. Does the Federal Government have a higher preference 
rating than the preference agencies ¢ j 

Mr. Dominy. Well, under the statute, I would say no. Again, I 
don’t think that we would want to reserve significant blocks of power 
for the growth possibility of Federal loads over a long period of time. 
Otherwise, we run into this very thing that we are being criticized for 
now, that we haven’t disposed of this public power to preference cus- 
tomers as early as might have been possible had we made contracts and 
spread it more widely among additional customers. 

Mr. Barry. Well, would one of the reasons why you have had the 
present policy be that future possible needs are anticipated ? 

Mr. Domixy. We have been urged by a good many people, and I re- 
call recent debates concerning the Trinity addition, that there were 
many protestations made that this power was needed for Federal agen- 
cies in the California area. 

Mr. Barry. So there has been considerable pressure over the years 
onthe Bureau to make certain that there will be today and in the future 
enough power for the Federal agencies ? 

Mr. Domrny. It has been a point of discussion, and we see frequent 
references to it; yes, sir. 


SALE OF POWER ON WITHDRAWABLE BASIS 


Mr. Barry. Also, a subject was before us with respect to the tempo- 
rary sales of power. I would like to ask you if the practice used 
here has been uniform throughout the Bureau of Reclamation’s other 
areas throughout the Nation. 

Mr. Dominy. I think the answer to that, as far as the Bureau’s 
responsibility in the sales of power are concerned, and I can’t speak 
for Southeastern Power Administration or Southwestern Power Ad- 
ministration, but, as you know, we do have the marketing responsibility 
not only for the power produced at Bureau hydroelectric plants, but 
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the Corps of Engineers hydro plants in the 17 Western States as wel] 
and we have not, as a general practice—as a matter of fact, I cant 
recall of any temporary-withdrawal-type contracts to preference cys. 
tomers. We have, as has been pointed out here in the record, fre. 
quently delivered more than contractual amounts to some customers 
while others were building up to meet the amount that had been 
allocated to them of the firm power. 

But, as I say, I am perfectly agreeable under the conditions prevail. 
ing under the Central Valley project to see if temporary contracts can 
be a workable procedure, and I am sincere in stating that I am willin 
to undertake it, if we can work out a type of contract that protects the 
user as well as the Government. 


VIOLATION OF PREFERENCE LAW 


Mr. Barry. Yesterday there was a Member of Congress who made 
a charge that to deliver the power to a private corporation when pref- 
erence customers are in desperate need of this electric energy is q 
fiat violation of the law. Now it ismy understanding you have refuted 
this; is that correct ? 

Mr. Domriny. I do not believe that the manner in which we haye 
operated in disposing of the Central Valley federally produced power 
is in violation of the Federal statute. It may be that our judgment ig 
open to question—or the manner in which we proceeded—but I do not 
consider that the marketing procedures we have pursued is a violation 
of statute; no, sir. 

COLLOQUY 


Mr. Barry. Well, in conclusion, I would like to say that it has been 
a pleasure for me to have participated with this committee in the 
hearings yesterday and today, and I wish to assure the chairman that 
if he deduced that I had political overtones with respect to any of the 
questions or remarks I had to make, that such was not my intention, 
but only a recognition of what I thought the situation had resolved 
itself into. 

I wish to say that prior to my coming here, on Thursday afternoon, 
Mr. Charles Halleck, leader of the Republican Party, took the floor 
of the Congress and he said that the former hearing was a forum 
provided at the taxpayers’ expense for campaign oratory during the 
closing weeks of a political campaign. At the time he was defending 
my right to bring counsel here, minority counsel, of the Republican 
Party. The majority party controls this committee of Congress, and 
Mr. Dawson, who is chairman of the committee, took the floor and 
refused the minority the right to have counsel at this hearing. Mr. 
Halleck read into the record that the previous hearings were “cam- 
paign oratory” and used as documentation the minority report, 
to House Report 218, 85th Congress, Ist session, which was signed 
by 138 Congressmen: Clare E. Hoffman, Victor A. Knox, Charles B. 
Brownson, H. Allen Smith, R. Walter Riehlman, Cecil M. Harden, 
George Meader, Clarence J. Brown, Glenard P. Lipscomb, William E. 
Minshall, Edwin H. May, Jr., Robert H. Michel, Mrs. Florence P. 
Dwyer. 
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There is so much that has gone before that any remarks made here 
seem to fit into the category and would be apropos to what the leader- 
ship of the Republican Party believes is the fact in the situation being 
heldheretoday. — , 

Mr. Chairman, it has been a pleasure to be with you and members 
of the committee and to be in this beautiful State, and thank you all 
yery much. 

Mr. Moss. Well, the chairman wants to assure the gentleman from 
New York that it has been a pleasure to have him as our guest in this 
State and in this capital city, which I am very proud to represent in 
the Congress. 

However, in order that the record may be very clear, the chairman 
is obliged to say that the policies of the Congress for many years in 
field hearings have been to provide committee counsel, but not minority 
counsel. That policy was rigidly adhered to by the very distinguished 
Republican Congressman from Michigan, the Honorable Clare E. 
Hoffman, when he served as chairman of the full Committee on 
Government Operations during the 83d Congress. 

However, despite that traditional policy, the present chairman, the 
Honorable William L. Dawson, from Illinois, has shown unusual con- 
sideration to the gentleman from Michigan, Mr. Hoffman, by permit- 
ting him, whenever he travels as a member of the subcommittee, to 
take with him a minority staff member. Originally, Mr. Hoffman 
contacted me and indicated that he was not feeling well and asked 
if I would be willing to permit minority counsel to accompany the 
subcommittee and to sit in and ask questions as though he were a 
member. Even though that is in violation of traditions of the House, 
agreed to his request. 

t the very last minute, on the very day that the minority counsel, 
Mr. John Carlson, was scheduled to leave for Sacramento, the plans 
were changed. At that point, a request was made to send another 
Republican, who is not a member of the subcommittee, to sit with the 
subcommittee, as well as minority counsel. That request was refused 
on the basis of an abundance of precedents of the House, and, there- 
fore, the representations made on the floor on Thursday were not per- 
suasive and the majority of the House did not accord them recog- 
nition. 

Certainly the majority controls the Congress. That is in keeping 
with the very real traditions of this democracy. It has been true in 
those instances when the gentleman’s party has been in power as the 
majority. I served during my first term under such conditions, and I 
assure the gentleman that the precedents established then have not been 
violated in the instance of this committee meeting and considering this 
issue, 

Mr. Moss. Congressman Smith ? 


DEPENDABLE CAPACITY 
Mr. Smirn. I just have a few questions. I noticed in your state- 
ment on page 4, you say in the second paragraph: 
It is this assurance of a power source being available to a customer that en- 


ables the Bureau to keep its total service to all customers within the maximum 
dependable capacity of 450,000 kilowatts. 
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Isn’t that also your minimum? Is that 450,000 kilowatts your maxi. 
mum dependable capacity, or your minimum dependable capacity? 

Mr. Domrny. It is really one and the same. 

Mr. Suiru. So it is really your minimum. 

Mr. Domrny. It is really both. That is the amount it works oyt 
to be. 


CRITERIA FOR PAYMENT OF WHEELING FEE OR DISCOUNT TO POWER 
CUSTOMER 


Mr. Smiru. Now, I think some of this was cleared up, but this is my 
understanding now of what you are saying: You cannot pay this dis. 
count to one of these customers, such as Redding, we will say, but that 
if they had established or somebody established a private corporation 
that put up this transmission line, you could pay the discount or the 
wheeling charge to that private corporation. 

Mr. Domrny. In order to be comparable with the situation that has 
been referred to in the Missouri Basin marketing area, a transmission 
grid to serve several entities, each of which was a preference cus. 
tomer—with such a grid in existence—we could pay a mill wheeling 
fee to that organization to supply two or more customers——— 

Mr. Smirn. Let’s put it this way: Here is the city of Redding and 
it isa few miles from the source of power. If some corporation puta 
transmission line between the two places, you would pay them a wheel- 
ing charge; is that right ? 

Mr. Domriny. Well, I think it would depend entirely on the cireum- 
stances. If the corporation turned out to be a thinly veiled subter- 
fuge by the city to get this 

Mr. Smiru. What is the difference whose corporation it is? 

Mr. Domtny. Well, we don’t like to be plaved for suckers, 

Mr. Smiru. Well, what I am getting at is that the real basis seems— 
it seems to me the difference is something rather synthetic. It doesn’t 
seem to depend on anything of a material nature to the Bureau, really. 

Mr. Domriny. Well, I will put it this way: that if transmission co- 
operatives similar in nature physically to those in the Missouri River 
Basin, which have been established and which are performing a service 
and on which we do pay a mill, were available, and were set up here, 
we would consider it on the same basis, yes. 

Mr. Smiru. Isn’t the real consideration a determination of where 
that customer should be expected to take the service ? 

Mr. Baker. No. I think the main thing that we largely look at is, 
as Mr. Dominy said, the service that is provided by this intermediary 
organization. Now, in the Missouri River Basin, where we have four 
or five of these organizations 

Mr. Smirn. Well, in those cases you determine 

Mr. Baxer (continuing). They are transmitting power a consider. 
able number of miles. I thought I had a tabulation here of the number 
of miles that they are transmitting it. 

For instance, one of the organizations who has a discount in lieu 
of wheeling is handling that power over a system of 800 miles of 
lines which they own. 

Mr. Sairu. So you determine-—— 














) 
wo! 
mis 
tior 

) 
not 
far 
min 

M 
fror 

M 

M 

M 
to be 

N 
ing 
you 

tran 
M 
har¢ 
ever 
M 
are | 
sour 
expe 
tance 
what 
pora 
owne 
Mi 
deter 
you’ 
a jus 
Mr 
miles 
Mr 
whic] 
Mr 
Mr 
Mr 
line c 
no di 
sayin, 
woul 
Now, 
tomer 
Mr. 
to col 
discon 
Mr. 
paid 


™~ 


out 


my 
dis- 
hat 
lon 
the 


has 
sion 
cus- 
ling 


and 
uta 
ee]- 


um- 
yter- 


ns— 
esn’t 
ally. 
n C0- 
River 
rvice 
here, 


vhere 
at is, 


diary 
four 


sider: 
mber 


n lieu 


les of | 


SALE AND TRANSMISSION OF POWER 249 


Mr. Baxer. Another one has some 500 miles of lines. In other 
words, in our view, they were an organization which was in the trans- 
mission business, and not, as Mr. Dominy just expressed, an organiza- 
tion created as a device to obtain a discount. 

Mr. Surru. But preliminary to this, you determine that they should 
not be expected to take power at your outlet; that that would be too 
far from their use; isn’t that correct; that was your previous deter- 
mination. ; 

Mr. Baxer. The point of use at which they want it is far removed 
from our system. 

Mr. Situ. So that is the real determination. 

Mr. Baxer. That is right. 

Mr. Surrx. So there is a distance between and some way it has got 
to be wheeled. 

Now, my real question is: What is the difference to you in determin- 
ing whether or not to give a wheeling charge or a discount, or however 
you would be doing it; what is the difference to you as to who owns the 
transmission line that makes this connection ? 

Mr. Baxer. Well, it is, I think, as a general policy, a customer can 
hardly expect the U.S. Government to build a transmission line to 
every nook and corner. We have to build some main lines. 

Mr. Surrv. We are not talking about every nook and corner. We 
are talking about a situation where you have determined that the 
source at which the customer is going to take the power or should be 
expected to, is not one and the same as your outlet. There is a dis- 
tance between. We have already made that determination. Now, 
what is the difference to you whether P.G. & E., or some other cor- 
poration, gets a mill for doing that, even a thinly veiled corporation 
owned by the customer ? 

Mr. Baker. I think it comes down to a situation of then trying to 
determine where you stop on a situation of that nature; whereas, if 
you were going to have to transmit. power 100 miles, a wheeling fee is 
a justifiable expense or payment. 

Mr. Smirn. Are you saying that 5 miles or a certain number of 
miles is the breakoff point with you? 

Mr. Baxer. I am saying it is difficult to establish any exact distance 
which is a line of demarcation. 

Mr.Smiru. You don’t have any guide then ? 

Mr. Baker. There is no specific number of miles. 

Mr. Dominy. We don’t need any guide under our policy, if it is a 
line constructed by the preference customer to take the service, he gets 
no discount, whether it is a short line or a long one. Mr. Baker is 
saying were we to follow a different policy, we would have to say we 
would give a discount for a line beyond a certain length, perhaps. 
Now, we have examples in the Missouri Basin where preference cus- 
tomers have built lines into our service of many miles. 

Mr. Baxer. The city of Moorehead, Minn., built a line of 14 miles 
to come in to take service from our Fargo substation. There is no 
discount for their having built a line. 

Mr. Smirn. But if some utility had done that, you would have 
paid them a wheeling charge for that 14 miles, is that right? 


we pmnare 
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Mr. Baxer. No. I think on a distance like that, we probably woulg _| 


have expected them as a matter of natural course to construct thejp 
own facility. 

Mr. Sairu. Of course, they had customers along the road, didn 
they ? 

Mr. Baxer. No. I really don’t think so, because they happen to 
be in Minnesota on the east side of the river and are not authorized 
to do business in North Dakota, which is just across the river, 

Mr. Smiru. So in that case, you made the determination their jp. 
let was where your outlet was. 

Mr. Domrny. As far as giving any credit for wheeling, they came 
to the line and got no credit for wheeling. 


CONDITIONS ON SALE OF NONDEPENDABLE POWER 


Mr. Suiru. I have a couple other questions here. I am intrigued 
a little bit about this example of the State of California being willin 
to purchase nondependable power. As I understood the nature G 
their use, it is such that they don’t have to have power every day. It 
is a matter where they can pump that one time and not be pumping 
another. That is my understanding, anyway. 

Mr. Dominy. Occasionally, it is true in an irrigation and water 
supply system where you have some carryover storage capacity that 
you can pump offpeakloads from sources of nondependable power, 
and then hold up for a period of time until such power becomes ayail- 
able again without running into problems. I think this is the sort 
of thing that Mr. Banks has in mind. 

Mr. Smirnu. Now as I understood your answer to that, or maybe it 
was the answer of Mr. Anthony, I am not sure, I guess you turned it 
down, didn’t you 4 

Mr. Dominy. We have said preliminarily it doesn’t look like we 
could do it. 

Mr. Smirn. As I understood it, one of the considerations was the 
effect it might have on P.G. & E. to sell nondependable power; is 
that right? 

Mr. Dominy. Yes. Mr. Dugan handled that question and he can re 
peat the nature of the discussion. 

Mr. Ducan. We would have to ascertain whether the furnishing of 
that nondependable capacity would be agreeable to the P.G. & E. Co 
We have a contract for not delivering nondependable capacity unless 
the customer has supporting generation. 

Mr. Smirn. Is the theory behind this that you are integrated and 
have a mutual regard ? 

Mr. Dugan. By contract we are integrated, so when our customers 
affect the system, they affect P.G. & E. 

Mr. Smirn. Now in the case when P.G. & E. sells nondependable 
power, do they come to you and get permission ? 

Mr. Duean. No. That is not necessary, because they are the back 
bone to the system. We only put in what we are capable of putting 
in. They have to support the system. 

Mr. Smiru. You don’t think that reciprocity would apply in this 
case ? 

Mr. Duean. I don’t think the situation is the same. 
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Mr. Domrny. As I explained, Mr. Smith, we are the tail that wags 
the dog here in that we put in less than a fifth of the total capacity of 
the integrated system. 

Mr. Suir. Since anything you would have to sell would be such 
a small portion of what they have to depend on, anyway, it wouldn’t 
make any difference, would it? Why do you have to consult them 
and find out whether or not it would have any effect on them before 
you can sell to them as a preferred customer ? 

Mr. Moss. Would the gentleman yield? 

Mr. Smiru. Yes. 

Mr. Moss. I haven’t read it recently, but as I recall, there is a pro- 
yision in the contract which provides for a 3-year notice, I believe, 
when the Bureau intends to undertake the contracting of others than 
the P.G. & E. for the nondependable power. 

Mr. Dugan. That is correct when it pertains to a preference 
customer. 

Mr. Moss. And if the State were to negotiate, you would be re- 
quired to give a 3-year notice? 

Mr. Ducan. That is correct. 

Mr. Moss. However, any other conditions would be a matter of 
negotiation between you and the State and would not have been gov- 
erned by any other terms of the contract. 

Mr. Duaan. That is correct. 

Mr. Moss. So that you are free to accommodate the request of the 
State of California if the State and the Bureau reach a satisfactory 
agreement and the need for generating capacity to firm up or level 
out is not part of the contract requirement of the P.G. & E. 

Mr. Ducan. Well, not as far as dependable is concerned, I under- 
stand. 

Mr. Dominy. We are talking about nondependable now. 

Mr. Moss. That is what I am talking about, nondependable, so 
that the policy you have just stated in response to Congressman Smith 
would be one unilaterally arrived at by the Bureau and not as a result 
of the terms of the contract. 

Mr. Ducan. Under I 75r—3428, the United States may make non- 
dependable capacity available upon 3 years’ notice if they operate 
generating capacity capable of replacing the capacity. 

Mr. Moss. If someone operates—— 

Mr. Dominy. If that customer has a generating capacity. It isn’t 
just the 3-year notice alone. 

Mr. Moss. Suppose they have no requirement for generating ca- 
pacity. 

Mr. Ducan. Sir, there I think might lie an area we might be able 
to negotiate and, as I mentioned earlier, I think through the services 
of the power committee where all of the power entities are repre- 
sented, some such arrangement might be worked out whereby a sched- 
ule could be established for a nondependable use for pumping power 
that would not be in conflict. I think that is the safe route and one 
that we need to follow in this instance. 

Mr. Moss. Thank you, Congressman Smith, for yielding. 

Mr. Suir. So the real consideration is then whether or not they 
can adjust their circumstances, rather than whether or not it has an 
effect upon P.G. & E. 
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Mr. Dominy. It would have an effect in most cases—for the sale of 
nondependable capacity, it could have an effect. 

Mr. Smiru. I am talking about this particular case. It intrigued 
me. It was an unusual type of case. I couldn’t understand why yoy 
turned it down. 

Mr. Dominy. That is right, and Mr. Dugan assures me that 
through his participation on the State power committee that they 
hope to give this further consideration and it may be possible that 
this type of load is such that it can be accommodated. 

Mr. Smiru. That is all I have. 

Mr. Moss. I hope that shortly we can thank you gentlemen and ex- 
cuse you, but I do have a few questions. 

Mr. Domriny. Very well, Mr. Chairman. 


PRIORITY AS BETWEEN FEDERAL AGENCIES AND OTHER PREFERENCE 
CUSTOMERS 


Mr. Moss. First, in connection with some of the questions asked by 
the gentleman from New York as to the primary responsibility to 
Federal agencies, as I recall, you expressed yourself as feeling that 
this would be a prudent policy, but isn’t it quite correct that it is 9 
policy which, unless sanctioned by legislation, would be in conflict 
with the preference clause which does not grant a priority preference? 

Mr. Dominy. I think I made it plain in my answer. I certainly in. 
tended to. I recognize that the Fedetal load has no priority over an 
other preference user. I went on to say that since the Federal Gov- 
ernment is making the investment, I thought it would be prudent to 
give special consideration perhaps in load building up. In making 
our sales and allotments of federally available power, perhaps we 
should allow a little longer buildup period to serve a Federal load if 
it looked like a substantial saving to the Federal Government would 
result. I agree with you that the statute does not provide special 
consideration to the Federal Government. 


SALES TO NONPREFERENCE CUSTOMER AS VIOLATION OF PREFERENCE LAW 


Mr. Moss. Now the gentleman also asked—and I think the record 
at that point became rather cloudy, or he stated and then asked the 
question—if there had been a refutation in this record of any infer- 
ence that the law may have been violated technically in a sale toa 
private company when a preference agency wanted the power. Isn't 
it a fact that such sale would be almost prima facie a violation of the 
law, bearing in mind that this point has been specifically ruled on 
within a period of the past 4 years by former Attorney General 
Herbert Brownell ? 

Mr. Domrny. I think my response went directly to that question 
along this line: that the pattern of marketing which has been pur- 
sued by the Department of the Interior and the Bureau of Reclama- 
tion as the Department’s agent in connection with the disposal of the 
Federal power from the Central Valley project, I do not consider to 
be in violation of the statute, because we have allocated the full 
amount of the dependable capacity, allowing for some buildup in the 
loads of the customers served. 
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Now, as I say, our judgment may be questioned, in that perhaps we 
should have handled more customers and spread it more widely and 

ut the full amount to work to preference customers earlier. 

Mr. Moss. That 1s where we reached the cloudy area, because Mr. 
Barry’s question was, first, that it had been refuted; and then, a 
hypothetical point of a sale to a private company when preference 
customers were seeking it. You do not contend that you would nego- 
tiate any rights away to accommodate the needs of the preference 
customers of the Central Valley, do you? 

Mr, Domrny. I am not sure I understand your question. 

Mr. Moss. In order for it to be in point on these hearings, you 
would first have to grant his premise that you had, in fact, sold by 
contract, in which event you would have contracted away the right, 
the power which was available to the preference customer; and you do 
not so contend, do you? 

Mr. Dominy. Well, I clearly understand that by our integrated 
contract with the Pacific Gas & Electric Co., that until the buildup 
that is permitted under the allotments and practice which we have 
followed in disposing of the available power to the preference cus- 
tomer, that some of our firm power is going to the Pacific Gas & 
Electric Co. 

Mr. Moss. Without prejudice to the rights of the preference cus- 
tomer to secure— 

Mr. Dominy. Right; without prejudice to their rights. 

Mr. Moss. In that instance, I am correct, the gentleman’s question 
was directed at a hypothetical situation which is contrary to that exist- 
ing in the Central Valley at this time? 

Mr. Domrny. Yes, I think that is correct, sir. 





SALE OF UNUSED POWER; AND ALTERNATE SOURCE OF POWER 


Mr. Moss. Now, we came to a very happy understanding on this 
matter of the allocations of the committed but unused portions of the 
firm power, and an understanding that there would be willingness to 
negotiate short-term contracts for that power with preference 
customers. 

Mr. Domriny. Yes, sir. 

Mr. Moss. Then, we reached the area where the allocation was 
actually to be made and we got back to the old ghost of the alternate 
source. 

Mr. Domtny. Yes, sir. 

Mr. Moss. And in connection with the city of Redding, I recalled 
that you stated that should a short-term contract be negotiated, and 
I point out at this moment, we have no definition of a short-term con- 
tract, but. should one be negotiated, you would insist wpon—and this 
is where I am uncertain as to the policy now—an assurance that the 
city would no longer look to you for any responsibility of meeting its 
needs beyond the explicit conditions of the contract, or, that you would 
insist upon a clear assurance that they had available the alternate 
source of power. I point out that between those two interpretations, 
there is a very substantive difference. 

For the purpose of the record, may we have them clarified ? 
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Mr. Domrny. Yes, sir. I must explain fully, as I always try to 
do in testifying before the committees of Congress, that I have no} 
checked this out completely with the Solicitor of the Department, nop 
with the policymaking officials to whom I report in the Department, 
I am speaking strictly on my own behalf within my own respongj. 
bilities. 

I have gone much farther here in assurances concerning these tem. 
porary contracts than we have ever gone in the history of the Bureay 
I think that as I get into this picture here, we would be warranted to 
explore temporary withdrawal-type contracts in order to put this 
public power to work for the preference customer at an earlier date 
than is now visualized, and in so doing, I would feel it imperative to 
discharge what I would consider my responsibilities to the general 
public in protecting the interests of the United States and the cop. 
tracting agency, to have a definite and specific documentation of the 
manner in which they would be able to have a power supply when it 
became necessary to withdraw Bureau supplied power under tempo- 
rary contracts. 

Mr. Moss. How would a municipality be able to give you such docu- 
mented assurance, unless they accepted the only one alternative open 
to them, the immediate negotiation of a standby contract with the 
Pacific Gas & Electric Co. ? 

Mr. Domrinx. That would certainly be one very definite way in 
which it could be accomplished. I think another very definite way 
would be for them to show us by resolution of the city government 
and a certification as to their eligibility under State law as to bonded 
indebtedness, et cetera, if they had specific plans to build their own 
generation in the interim; provided that we had assurance from our 
own records and forecasts that the interim contract could run for such 
period as would make physically possible such a procedure. 

Mr. Moss. Let’s make this very specific. We have the city of Red- 
ding requesting such an arrangement, and if you are demanding such 
assurances from them, I would point out that the interval of time 
between now and the expiration of their current contract would not 
permit them to undertake to execute such specific assurances to you. 
Yet they are the responsible government of their city. Apparently, 
they have the full confidence and faith of the people they represent 
and for whom they speak, and as responsible o scials. an assurance to 
you that they would not look beyond the explicit terms of the con- 
tract would appear to me to be a very reasonable assurance, a sufli- 
cient assurance. 

Mr. Domryy. And it may be when this is finally debated that that 
would be adequate assurance. I am disposed to think that I would 
want something a little more definite, such as a resolution from the 
city government along the lines that it would look to the Pacific 
Gas & Electric Co. as the source and it had corresponded with the 
Pacific Gas & Electric Co., and have assurances that they (the com- 
pany) are prepared to negotiate for this supply at such time as we 
advised the city hall that they will be taken off the line. That 
could be accomplished readily, I believe. 

Mr. Moss. In other words, you would not insist on a negotiated 
contract with the Pacific Gas & Electric Co. ? 
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Mr. Dominy. I doubt if a negotiated contract finally executed would 
be necessary. Certainly, if the time limitation were such as it would 
be impossible, if I have these other very definite assurances that we 
might rely upon ; yes, Sir. B Ae | 

Mr. Moss. When you use the modifying term “finally” negotiated, 
there could be a requirement that there be a very clear and specific 
memorandum of understanding, which, again, might place upon the 
city a straitjacket, because exercising their powers and meeting their 
responsibilities of municipal officials, they might want in the inter- 
yening period to undertake to promote some alternate other than that 
of the contract, and we do have laws in California which these cities 
must scrupulously observe and the time would not permit them to 
explore the other alternative, which would be reasonably available. 

Mr. Dominy. Well, I certainly would not, nor do I ever intend to, 
ask for something that is beyond that prudently desirable, or as you 
term it, of the straitjacket nature, which would leave them no turn- 
ing room to do something different that would be equally adequate. 


UTILITY RESPONSIBILITY OF PACIFIC GAS & ELECTRIC CO. 


Mr. Moss. In connection with this, would you consider the fact 
that under the franchise of the Pacific Gas & Electric Co., they do 
have throughout the great part of this State, a utility responsibility 
imposed upon them ? 

Mr. Dominy. That is very true. I am not certain whether that 
goes to a responsibility to supply power for the growing demands of 
those, other than their customers, who take their full supply from 
P. G. & E. 

Mr. Moss. Would you explore with the counsel of the California 
State Public Utilities Commission the questions of law inherent in 
that proposition ? 

Mr. Dominy. Yes, I think that is, of course, very definitely some- 
thing that we will want to pursue, and we will want to know a good 
deal more about that in connection with consideration of temporary 
contracts, Mr. Chairman. 

Mr. Moss. I would be interested after checking with the California 
PUC if you would advise the committee as to your findings as to the 
nature of the responsibility imposed upon the utility. 

Mr. Dominy. We will be very happy to do that; because certainly, 
as we get into this realm of temporary contract discussions, we will 
need to know a lot more about that. 


(See appendix G for subsequent correspondence concerning this 
matter. ) 


REQUIREMENT OF ALTERNATE SOURCE OF SUPPLY 


Mr. Moss. Now, we then have the case of, we will say, a city such 
as Roseville, where you have allocated a firm amount of power and 
they may want to negotiate a short-term contract for some of this al- 
located but unused power. Would you have the same insistence in 
that instance as in a case such as the city of Redding? 

_Mr. Dominy. Yes, I think the observations I have made in connec- 
tion with a temporary withdrawable supply would hold, whether it 
were the entire supply going to the city or only part of the supply 
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going to a city, because in any event, it would be of a critica] 
nature. 

Mr. Moss. Roseville is a city that has met its utility responsibility 
to its own consumers since 1912, and they have had some rough times, 
Wouldn’t the assurance of their responsible officials that they would 
continue to do that which they have now done for some 48 years be 
adequate to you? You see, Mr. Commissioner, I am concerned, be- 
cause it seems to me that we have here a clear infringement by a 
Federal bureaucracy upon the sovereignty of people of my area, and 
I don’t like it at all. I see in the statements little justification, be- 
cause the law does not impose upon you the responsibility which you 
assume, and even with the modifications you stated, it still disturbs 
me considerably. I am quite confident, as I stated earlier, that the 
most diligent research of this point will produce no evidence of any 
Congressional intent that such a responsibility be assumed. I am 
going to instruct my staff to have that point of legislative history 
carefully researched through the American Law Section of the Lj- 
brary of Congress to determine as nearly as possible the intent, 

Mr. Domtny. As I have said, during these hearings, we have learned 
through long years of experience that supplies of water and power, 
once made available, are extremely difficult to withdraw. 

Mr. Moss. But not impossible. 

Mr. Domtny. Not impossible. 

Mr. Moss. And your responsibility is only the bounds of the 
contract. 

Mr. Domriny. Exactly. 

Mr. Smirn. Will the gentleman yield? 

Mr. Moss. Yes. 

Mr. Smiru. In view of what you just said, what if Redding says, “I 
am not going to look for any other power.” Come December 31, you 
are not going to pull this switch out. 

Mr. Domrny. This is the very problem that we are assaying, Mr. 
Smith. If the continuance of that load is beyond our capacity to 
serve, we would have to pull the switch. 

Mr. Smirn. What if a customer with a contract that was about to 
expire refused to give you what you considered to be a good enough 
assurance ? 

Mr. Domrny. Well, we have no contracts at the moment, except con- 
tracts within the limit of our ability to serve on a permanent basis. 

Mr. Smrrxu. You have some that are about to expire ? 

Mr. Domrny. No, sir; not contracts—well, Roseville has a contract 
for a permanent supply which we can serve, and we haven’t given 
them—we haven’t renegotiated a contract, but there is no question 
that we have already advised them of the allotment and our willing- 
ness to continue service, because it is within our dependable supply. 
It is only in the realm of the temporarily withdrawal power supply 
that gives me any real concern. 

Mr. Moss. But the thing that really gives me concern is this: In 
the case of Redding it could be said there might be a justification for 
the concern, a justification that in my judgment is without a respon- 
sibility or a legal right. But in the case of Roseville, where they have 
a firm power and are merely seeking the committed but unused power 
during this period when it is available, it is disturbing that you say 
the same condition will be imposed upon them. 
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THE UNUSED KESWICK 115 KILOVOLT SWITCHYARD 


Mr. Moss. Mr. Dugan, do you have a switchyard at Keswick ? 

Mr. Duean. Yes, sir. 

Mr. Moss. Is it in use? 

Mr. AntHONY. There are two switchyards, one 230-kilovolt switch- 
yard, and one 115 kilovolts. 

Mr. Moss. Well, do you have a 115-kilovolt switchyard ? 

Mr. AntHoony. That one is not in use. 

Mr. Moss. When was it constructed ? 

Mr. Anruony. It was constructed, I believe, in 1947 or 1948, along 
in there. 

Mr. Moss. At what cost ? 

Mr. AnrHony. We quoted the figures—I believe it was around $2,- 
500,000, was it not? I gave you those figures, Mr. Indritz. 

Mr. Inprerrz. I thought it was over $2 million. 

Mr. AnrHony. Yes; $214 million. 

Mr. Moss. What was it put there for? 

Mr. AnrHony. Presumably for 115 kilovolt services. 

Mr. Moss. How could it be utilized ? 

Mr. Anruony. Sir, I have no idea. 

Mr. Moss. Are there any preference customers who could be served 
from it ? 

Mr. AntHuony. Yes, there are. 

Mr. Moss. Could it be utilized then ? 

Mr. Anruony. It could be, certainly. 

Mr. Moss. We have had $214 million tied up in a switchyard for a 
period of 13 years? 

Mr, Anruony. That is correct. 

Mr. Moss. At 115 kilovolts. Some of the material is still in crates. 
if these pictures are accurate. I see some cooling towers in crates. 

Mr. Anruony. Those are bushings, sir. 

Mr. Moss. What? 

Mr. Anruony. Transformer bushings. 

Mr. Moss. Well, whoever put the notations on the pictures called 
them “cooling towers.” Perhaps the confusion results from the fact 
that they are in crates. It is sometimes difficult to determine what 
they are when they are crated. 

Are there any plans to utilize this ? 

Mr. Anrnony. Not to my knowledge. We have been cannibaliz- 
ing this substation, so to speak—utilizing the equipment elsewhere. 

Mr. Moss. Is this the switchyard to which Shasta and Redding 
would like to tie? 

Mr. Anrnony. That is correct. 

Mr. Moss. If we took $214 million for the 18 years it has been idle, 
and we projected it over the norma] life, we will say, of 40 years, with 
the interest factor of 3 percent, what do we come up with? 

Mr, Dominy. Mr. Chairman, I must frankly admit this is the first 
time I was aware of this. 

Mr. Moss. Would you like to see the pictures, Mr. Dominy ? 

(The pictures mentioned are as follows) : 
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115-kv. switchyard at Keswick. 


SALE AND TRANSMISSION OF POWER 261 


Mr. Domrny. I hope that isn’t the same type of bushings we are 
having trouble with elsewhere. 

Mr. Moss. I would much prefer to see it utilized rather than can- 
nibalized. j 

Mr. Dominy. Let me give to the committee a full-scale report of the 
origin of the construction of this facility, the extent to which it has 
been dismantled and utilized elsewhere and the cost that would be 
involved to put it in usable condition. 

Mr. Moss. I was going to request that information be supplied in 
detail, and I would like to have the projection to a normal period of 
amortization of the costs with the appropriate interest factor applied. 
I think it will amount to rather an embarrassing sum. 

Mr. Dominy. I am sure it will. 

Mr. SmitH. Will the gentleman yield? 

Mr. Moss. I will be very happy to yield. 

Mr. Smiru. You say you never heard of this before ? 

Mr. Dominy. No, sir. I wasn’t aware we had an unused facility of 
that size. 

Mr. Suir. What I am wondering about is the reports of the De- 
partment and so forth. Don’t the reports of the Department reflect 
things such as this? 

Mr. Domtny. I am sure the information is readily available. I 
haven’t dealt with power in my years with the Bureau, until I moved 
up to the front office, and this hadn’t come to my attention. 

Mr. Moss. You will agree perhaps this is the sort of information a 
subordinate does not hastily call to your attention. 

Mr. Dominy. I am sure it would not be hastily called to my attention. 
Lam going to be very interested in finding out the details of this. 

(Subsequently the Bureau of Reclamation furnished the following 
statement concerning the reserve 115-kilovolt facilities at the Keswick 
Switchyard, Central Valley project :) 

At Keswick powerplant there is a 230-kilovolt and a 115-kilovolt switchyard. 
At the 230-kilovolt switchyard, one 230-kilovolt line provides an interconnection 
with the Shasta powerplant switchyard. A second 220-kilovolt line interconnects 
with the Cottonwood substation of the Pacific Gas & Electric Co. system. The 
facilities in the Keswick 115-kilovolt switchyard were installed to be one terminus 
of a 115-kilovolt transmission system between Keswick powerplant and Tracy 
substation to serve pumping loads in the Sacramento Valley and meet demands 
of public agencies. 

Funds for these 115-kilovolt facilities were provided in appropriation acts for 


fiscal years 1946, 1947, and 1949. The justification in the fiscal year 1946 request 
for appropriation stated: 

“A 115-kilovolt line will also be required from Shasta and Keswick Dams to 
Tracy, to serve pumping loads in the Sacramento Valley, and to meet the demand 
for public agencies.” 

“The 115-kilovolt line extending from Keswick powerplant to the Tracy substa- 
tion, which is required to serve pumping loads and public agencies in the 
Sacramento Valley, is estimated to cost $2,122,000.” 

“Feeder lines and substations are required for the purpose of serving pumping 
plants, irrigation districts, public agencies, and industrial customers.” 

A part of the funds appropriated for Central Valley project transmission sys- 
tem were also being used for construction of 115-kilovolt switchyard and facili- 
ties at Tracy. 

The appropriation act for fiscal year 1952, Public Law 136, 82d Congress, pro- 
vided the following: 

“That no part of the appropriation shall be used to initiate the construction 
of transmission facilities within those areas covered by power wheeling service 
contracts which include provision for service to Federal establishments and 
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preferred customers, except those transmission facilities for which construction 
funds have been heretofore appropriated. * * *’ On March 25, 1952, the 
Secretary of the Interior issued the following order to the Commissioner o¢ 
the Bureau of Reclamation: 

“It has come to my attention that equipment necessary for energizing trans. 
mission lines for customer service connections has been purchased and is being 
installed at the Tracy switchyard. The Congress has, over a period of years 
denied funds for the construction of any transmission facilities from the Tracy 
switchyard for purposes of delivering power to proposed customers of the project 
excluding, of course, facilities necessary for project irrigation pumping. 

“In light of these circumstances, you are directed to discontinue all work in 
connection with the installation of equipment already on hand or the purchase 
of any additional equipment which would serve the purpose of providing the 
energizing of transmission facilities for customer service other than delivery 
of power to Pacific Gas & Electric Co.” 

Since the Keswick 115-kilovolt facilities were an integral part of the 115- 
kilovolt transmission system which was related to the 115-kilovolt Tracy facili- 
ties, the Bureau of Reclamation considered that the directive of the Secretary 
applied also to the Keswick 115-kilovolt switchyard. 

Based on a survey by the chief engineer and a report made to the Secretary by 
memorandum of April 17, 1952, the Bureau proceeded to carry out the instruc. 
tions of the Secretary at both Tracy and Keswick, as soon as practicable. 

The Commissioner, in the memorandum of April 17, 1952, is quoted as follows: 

“While the report of the chief engineer and regional director was prepared on 
the basis that all salvageable materials including structural steel would be re- 
moved, consideration is being given to reducing the cost to the Government by 
dismantling the equipment as determination is being made that it can be used 
elsewhere, dismantling and warehousing only that additional equipment which 
would be otherwise subject to deterioration when exposed to the elements. Oil 
circuit breakers will rest on their present foundation until transferred and no 
funds will be expended to excavate the concrete footings or embedded conduit, 
or to dismantle the structural steel of the bus structures unless the material can 
be used elsewhere. Every effort will be made to reduce the cost of the salvage 
program and every effort will be made to utilize the equipment on other projects 
as rapidly as such need has been determined. The chief engineer is being re- 
quested to utilize this equipment in substations now in the design stages. Other 
work on associated equipment such as control boards is being halted.” 

When originally completed, the 115-kilovolt Keswick switchyard consisted of 
6 bays having in all: 9 oil circuit breakers; 6 selector-type disconnect switches; 
9 disconnect switches; 9 sets of current transformers; and 11 sets of coupling 
capacitors. The original cost of construction of these 115-kilovolt facilities 
as of June 30, 1954, was $642,165.78. The investment at June 30, 1959, is 
$514,644.87. The transactions in this investment account are reflected by the 
following: 


Total construction cost up to June 30, 1954____-___-___-----______ $642, 165. 78 
Less transfers to other locations (see below) ----------__-------- 163, 583. 80 
Plus cost of installation and removal of transferred equipment... 36, 062. 89 

Total capital investment as of June 30, 1959__.-__-_______ 514, 644. 87 


The following items of 115-kilovolt switchgear have been removed from the 
Keswick switchyard and transferred to other Government installations: 

December 15, 1954—To Casper substation, Missouri River Basin, two dis- 
connect switch supports. 

April 6, 1955—To Folsom switchyard, Central Valley project, three oil circuit 
breakers ; three disconnect switches, less switch supports. 

August 20, 1956—To Granite Falls substation, Missouri River Basin, three 
115-kilovolt current transformers without steel supports. 

February 9, 1959—To Boysen switchyard, Missouri River Basin, two 115- 
kilovolt oil circuit breakers; three 115-kilovolt coupling capacitors. 

The structural steel at Keswick switchyard and some miscellaneous equipment 
still remains in place, and will be used elsewhere when it will fit in with the 
design of needed installations. 

In order to presently utilize the Keswick 115-kilovolt switchyard for customer 
or system purposes, existing equipment could be arranged to accommodate one 
transmission line termination. Minor costs of $1,000 would be involved. If 
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more than one line position were to be used, it would be necessary to reinstall 
switchgear for each additional line at an estimated cost of $85,000 per line. 
Total amortization of the capital investment in the Keswick 115-kilovolt 
switchyard is shown in the following amortization schedule which shows an 
annual amortization of capital investment at 3 percent interest over a 50-year 
riod. The total amortization over the 50-year period amounts to $1,035,364 
of which $642,766 represents capital investment and $392,598 interest charges. 


Amortization schedule for Keswick 115-kilovolt switchyard 

















a a 
Year Capital Annual Year Capital Annual 
investment | amortization investment | amortization 
seubici oo. ..:..-..--- 596, 945 $23, 221 | ee, eee $565, 194 $21, 986 
Pe 642, 766 re, |, Seats 565, 194 | 21, 986 
Bg casa 641, 527 DAGON 9080. 525s 514, 645 20, 020 
MNES, niat-seses 641, 527 24, 955 1 BOODO8 i occ evenicn’e 514, 645 | 800, 800 
so connan- 642, 166 24, 980 |—_—_—— |_——__—__ 
BRE A153. ionkn anne 642, 166 24, 980 | Petal c. cucacdes 0 1, 035, 364 
SE Rteikbacdornanei- 577, 816 22,477 | 
Oop NS 


RESTRICTION ON REPRODUCING BUREAU DOCUMENT 


Mr. Moss. I have just one additional question, which I ask primarily 
because I am also the chairman of the Government Tifertaatic 
Subcommittee of the House Committee on Government Operations. 

I have here a document issued by the U.S. Department of the 
Interior, Bureau of Reclamation, entitled: “Reclamation Instruction 
Series 220, Power Marketing and Sales.” It contains five parts, as 
follows: Part 221, Policy and Basic Requirements; part 222, Power 
Market Surveys; part 223, Power Rates and Rate Schedules; part 
994, Power Contract Negotiation and Administration; and part 225, 
Power Marketing Data and Statistics. 

There is a very interesting stamp on the front cover of this docu- 
ment which says: 

The Reclamation instruction material is subject to revision— 

Of course, it always is subject to revision; isn’t it? Nothing is ever 
final in Government. But the stamped notation goes on as follows: 
but the Bureau cannot supply amendments on a general mailing list. The 
material cannot be reproduced or quoted in whole or in part without permission 
of the Commissioner. 

What is the general use made of this stamped notation ? 

Mr. Dominy. Well, that stamp would be put on anything that was 
made available outside of the Bureau, and, believe me, our instruc- 
tions series are in great demand for use by private consulting engineers 
and others dealing in the same fields with which we operate, and it 
is that stamp that would be put on anything going outside of the 
Bureau, and it would not be stamped on material in use within the 
Bureau organization. 

Mr. Moss. Would it be harmful if it were to be generally available ? 

Mr. Dominy. Well, a volume as detailed in instructions of engineer- 
ing and economic matters as this, and as I say, we do change from time 
to time as new procedures and new processes—— 

Mr. Moss. Would it be prejudicial to the interests of the Govern- 
ment if it were generally available? 

Mr. Domrny. I don’t know that it would be prejudicial. 
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Mr. Moss. Would it be helpful to the citizens of the Nation and 
those who might have an interest in this? 

Mr. Dominy. We do make them available to the legitimate inquirers 
who have legitimate use for them. 

Mr. Moss. What is a “legitimate inquirer” and what is a “legitimate 
use”’? 

Mr. Domrny. Well, anyone who is doing business that could use 
the kind of technical information that is provided in our manual of 
instructions. 

Mr. Moss. Just suppose that I am a nosey taxpayer and I want to 
know what the policies are. Am I a “legitimate inquirer”? 

Mr. Dominy. I am not sure whether we pass those manual releases 
out to anyone who inquires for them or not. I doubt if we would have 
inquiries, because of the technical nature of them and the fact that it 
is not generally known to the general public that such a document 
exists. So I don’t think I have been confronted with inquiries from 
other than engineering groups and organizations who desire it in 
connection with their own activities. 

Mr. Moss. Well, I asked the question, because I will refer it to the 
Subcommittee on Information, and they may direct a detailed inquiry 
to you as to the nature of this stamp. 

(Subsequently, the subcommittee received the following letter :) 


DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 
Washington, D.C., April 21, 1960. 
Hon. Joun E. Moss, 
House of Representative, Washington, D.C. 

Dear Mr. Moss: At the hearings you conducted in Sacramento on March 26, 
1960, you questioned the use of the cautionary statement which is stamped on our 
manual material before it is distributed outside the Bureau. 

The statement was designed to let the recipient know that our manual material 
is revised from time to time and that he should inquire as to whether it is stil] 
in effect before he makes extensive or formal use of the material. 

We agree that the wording of the statement is too restrictive and it is being 
revised to read as follows: 

“Reclamation instructions are revised when necessary to reflect new require- 
ments, standards, and procedures. The Bureau cannot undertake to keep all 
non-Bureau recipients informed of revisions. While this material was current 
at the time of issuance, subsequent changes may have been made.” 

We appreciate the opportunity your inquiry has afforded us to review this 
matter and to remove the unintended connotation of the statement used hereto- 
fore. 

Sincerely yours, 
FLoyp E. Dominy, Commissioner. 


Mr. Moss. Before we adjourn, the statement of State Senator 
Stephen P. Teale will be placed in the record at this point. 
(The statement follows :) 


STATEMENT OF SENATOR STEPHEN P. TEALE, CHAIRMAN, Fact FINDING COMMITTEE 
ON WATER, CALIFORNIA STATE SENATE 


I appreciate the opportunity to present a statement to this subcommittee so 
that I may touch ona particular phase of marketing of power produced by 
Federal agencies in California. Involved is my concern that pumping power 
for water development planned by the State is obtained at the most economic 
rates. 

As members of this subcommittee know, California voters are being asked 
this November to approve a $1,750 million bond issue to finance the first step of 
the California water plan. While I am not especially wedded to this particular 
plan, I am convinced that a State program is necessary for export of water from 
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areas of surplus to areas of deficiency. Any program of this kind will require 
the lifting of large quantities of water to make it available to areas of need, 
with consequent consumption of large amounts of energy. ; 

The fact finding committee on water of the State senate, of which I am 
chairman, has been engaged since the last regular session of the legislature in 
reviewing aspects of the State plan. One of the significant facts brought before 
us was that the proposed State water facilities—basically the Feather River 
project—would use for pumping more than twice as much power as these 
facilities would produce. In the aqueduct system to deliver water to southern 
California the power deficit would amount to some 7 billion kilowatt-hours per 
year by the year 2000, according to the State studies, although power recovery 
plants are planned on the far slopes of the ridges across which water would 

orted. 

ile I don’t have to remind the subcommittee of the very substantial effect 
power costs have on water prices, especially in a project using such large amounts 
of energy. The rates at which electrical energy can be obtained can make 
the difference between water prices at a level that agricultural and domestic 
users can pay, and a price level they can’t pay. The water the State system 
will produce will be high priced water as a result of the capital costs involved. 
High operating costs, resulting from costly purchases of power, would boost 
water rates further. It would appear that most of the State water will have 
to be sold for municipal and industrial use and for supplemental use in 
agriculture. . 

Our State legislature has been aware for some time, of course, of the necessity 
of obtaining large amounts of electrical energy at lowest possible rates in 
order to make a State water program practicable. We were interested in re- 
ports last year, for instance, of the possibility that surpluses of low cost Gov- 
ernment power might be available from the Federal grid in the Pacific Northwest. 
A bill was passed, which I introduced, appropriating $70,000 for a study to 
determine whether surplus power was in fact available, of how we in California 
could obtain it, and of how we could best put it to use. That study is underway, 
and I hope it will be completed in a few months. 

So we are looking as far away as Washington and Oregon for low-cost power 
sources. Certainly we should look also at that source closest to home, the 
Central Valley project system. I don’t see how there can be any argument but 
that the State government should take its proper place in line as a preference 
customer for power produced in the Federal plants in California. 

I have reviewed the correspondence between our department of water re- 
sources and the Bureau of Reclamation in which the department endeavored 
to find if Central Valley power might be allocated to the State, at least for 
pumping on our South Bay aqueduct system. I believe Mr. Banks already has 
presented this correspondence to the subcommittee. He was being properly 
forehanded in making inquiries to determine whether this power source would 
be available. 

But I don’t think the answers he got were very informative. 

I want to make one point here. I don’t believe the State should try to push 
itself ahead of other preference customers, and I don’t think it will. We are 
not in competition with our own local agencies and will abide by any fair system 
of priorities in the purchase of available federally produced power. 

In closing, I want to say that I have supported Federal water and power 
development in California in the past and intend to continue to do so. I am 
happy that the Trinity project is going along and will start producing power 
in a couple of years. I hope that other hydroelectric projects, Auburn Dam, 
for instance, will follow in orderly but rapid sequence. The demand for this 
power by the State, as well as other users, is developing rapidly. This power 
should be distributed under a fair and accurate interpretation of the rules 
laid down by Congress. 


Mr. Moss. Commissioner, you have been very patient throughout 
approximately 614 hours of examination, and I realize that is quite 
an ordeal. 

I want to acknowledge that throughout the course of the preparation 
for this inquiry we received very fine cooperation from the employees 
of your agency. 
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I think the hearing has been highly informative, and I hope that jt 
has been both constructive and helpful. 

Mr. Domrny. Let me assure you, Mr. Moss, it has been constructive 
and helpful. As a new Commissioner, it has certainly given me q 
quicker look-see into some of the detailed operations that I probably 
would not have gotten around to get hold of as early as I have jp 
getting prepared for this, and I certainly appreciate the very cordial 
atmosphere that the committee has given us here appearing before 

ou. Thank you. 

Mr. Moss. The subcommittee will now adjourn. 

(Whereupon, at 5:45 p.m., the subcommittee adjourned.) 
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APPENDIXES 


APPENDIX A—WHEELING AGREEMENT BETWEEN BUREAU OF 
RECLAMATION AND PACIFIC GAS AND ELECTRIC CO. 


U.S. DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL VALLEY 
PROJECT, CALIFORNIA 


CONTRACT WITH PACIFIC GAS AND ELECTRIO COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


Contract No. 175r—2650 


INDEX 
Article No. 
1. Preamble. 
2-7. Explanatory Recitals. 


PART 1.—AGREEMENT TO DELIVER ELECTRIC POWER AND ENERGY TO THB 
UNITED STATES FROM THE CONTRACTOR’S ELECTRIC SYSTEM 
8. Use of the Contractor’s facilities. 
9. Deliveries of Electric Energy. 
10. Payment for Use of the Contractor’s Facilities. 
11. Standby for the United States. 
12. Power Factor. 
PART 2.—GENERAL PROVISIONS 


13. Measurement of Electric Power and Energy. 

14. Control and Maintenance of the Contractor’s Electric System. 
15. Control and Maintenance of Electric System of the United States. 
16. License to the United States to Install and Operate Facilities. 
17. License to the Contractor to Install and Operate Facilities. 

18. Public Utilities Commission. 

19. Term of Contract. 

20. Liability. 

21. Rules and Regulations. 

22. Continuity of Service. 

23. Uncontrollable Forces, 

24. Amendment of Power Contract. 

25. General Power Contract Provisions. 


Contract No. 175r—2650 


Contract WirH Paciric GAs AND ELEecTrRIC COMPANY FOR TRANSMISSION AND 
EXCHANGE SERVICE 


1, THIs CONTRACT, made this 2d day of April, 1951, in pursuance of the Act 
of Congress approved June 17, 1902 (32 Stat. 388), and acts amendatory thereof 
or supplementary thereto, hereinafter referred to as the Reclamation Law, be- 
tween THE UNITED STATES OF AMERICA, hereinafter called the United States, 
represented by the officer executing this contract, his duly appointed successor, 
or his duly authorized representative, hereinafter called the contracting officer, 
and Paciric GAS AND ELECTRIC COMPANY, a corporation duly organized, created, 
and existing under and by virtue of the laws of the State of California, herein- 
after called the Contractor, its successors and assigns, 

WITNESSETH : 

2. WHEREAS the United States is constructing the Central Valley Project, in- 
cluding facilities for the generation and transmission of electric power and 
energy, and is entering into contracts for the marketing of electric power and 
energy under existing laws; and 

3. WHEREAS the Contractor is engaged in the business of generating, trans- 
mitting, and distributing electric power and energy in Northern and Central 
California ; and 
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4. WuereEAS the United States and the Contractor have entered into a Cop. 
tract (No. I75r—1595) dated December 21, 1948, which provides among other 
things for the sale of the United States of power and energy to the Contractor; 
and 

5. WHEREAS the parties intend to enter into a new contract at the earliest 
possible time for the sale of such power and energy by the United States to the 
Contractor, which new contract will complement the mutual obligations pro- 
vided for herein ; and 

6. WHEREAS it is the mutual desire of the parties hereto that the Contractor 
accept delivery of electric power and energy from the United States into the 
Contractor’s electric transmission system at specified points of interconnection 
and in return, to the extent that the Contractor has available excess capacity 
in its electric system, that the Contractor make delivery of an equivalent amount 
of electric power and energy (adjusted for losses) to the United States and/or 
its customers at specified points under the terms and conditions hereinafter 
set forth; 

7. NOW, THEREFORE, in consideration of the mutual covenants herein get 
forth, the parties hereto agree as follows: 


ParRT 1.—AGREEMENT To DELIVER ELECTRIC POWER AND ENERGY TO THE UNrrEp 
STATES FROM THE CONTRACTOR’S ELECTRIC SYSTEM 


USE OF THE CONTRACTOR’S FACILITIES 


8. (a) The Contractor hereby agrees to accept delivery of electric power and 
energy into its electric transmission system as now or hereafter existing to the 
extent that the Contractor has available excess capacity in said transmission 
system, not necessary to serve the Contractor’s customers, as determined by the 
Contractor, and to deliver an equivalent amount of electric power and energy 
(adjusted for losses) to the United States for its own use, or for the customers 
of the United States as defined in Article 9(c) hereof, at such points as the 
United States may from time to time designate on the system of the Contractor 
upon the conditions hereinafter provided. This agreement shall include the 
use of all facilities of the Contractor, including transforming, switching, con- 
trol, and protective equipment, necessary or used in the transmission and delivery 
of said electric power and energy. In furtherance of this agreement, the Con- 
tractor will, upon request of the United States, make the arrangements necessary 
to permit such connections to the Contractor’s electric system as may be neces- 
sary, as determined by the Contractor, to receive and deliver electric power and 
energy of the United States into and from said system pursuant to the terms 
of this contract. 

(b) When, because of conditions on the power system of the Contractor re 
sulting from causes similar to the types specified in Article 22 hereof, the system 
of the Contractor is temporarily unable to supply the requirements of the Con- 
tractor’s customers and in addition to deliver energy required by the United 
States and/or customers, necessary curtailment of loads will be effected in a 
manner that will cause least hardship to the entire area affected, without regard 
to the party serving the customer. General procedure for effecting necessary 
curtailment shall be agreed upon in advance by the contracting officer and the 
Contractor. 

(ec) The United States will inform the Contractor in writing at least annually 
of the estimated future requirements for the ensuing four-year period of existing 
or anticipated loads of the United States and of existing or anticipated customers 
of the United States (of the classes which the Contractor has undertaken to 
serve pursuant to Article 9(c)) to which the United States desires, or may 
desire, the Contractor to deliver power and energy hereunder. Within ninety 
days after receipt of such estimate, the Contractor shall inform the United 
States in writing whether or not it can deliver the power and energy to meet 
each load included in said estimate. If the Contractor’s reply is in the affirma- 
tive it shall be obligated to make the capacity of its electric system available 
to serve said loads to the extent of said estimates for the entire four-year period. 


DELIVERIES OF ELECTRIC ENERGY 
9. (a) The United States, under the terms and conditions stipulated herein, 


will furnish the electric power and energy required for the United States and/or 
its customers as three-phase, alternating current, at a nominal frequency of sixty 
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(60) cycles per second, at the points of interconnection and at nominal delivery 
voltages as follows : ; i) ‘ 

(i) At the switchyard of the United States located near Tracy, California, 
at a nominal voltage of 220,000; 

(ii) At such other points of interconnection and voltages as the parties 
hereto may agree upon in writing. 

(b) The electric power and energy will be furnished and delivered to the Con- 
tractor in such amounts and at such rates of delivery as are from time to time 
required by the United States and/or its customers, plus losses in transmission 

0: 

equal “ty Five (5%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at 44,000 volts or higher ; 

(ii) Nine (9%) percent of both the energy and the coincidental demand 
for power deliveries by the Contractor at less than 44,000 volts. 

Provided, That the electrical load thus added plus the then existing load on the 
Contractor’s facilities will not exceed the normal capacity thereof, as determined 
py the Contractor. Schedules for deliveries of power and energy to the United 
States and/or its customers shall be prepared, and changed from time to time as 
conditions required, by the parties hereto for system operating controls, and de- 
liveries that are inadvertently greater or less than requirements to serve the 
United States and/or its customers shall be corrected in later deliveries in ac- 
cordance with schedules agreed upon between the Contractor and the contracting 
fficer. 

7 (ec) The electric power and energy to be delivered by the Contractor to the 
United States and/or its customers from the system of the Contractor shall be 
limited to such electric power and energy as is necessary for the following 
classes of customers located at any point on the Contractor’s system within the 
Sacramento and San Joaquin Valleys and the Counties of Solano, Contra Costa, 
Alameda, and Santa Clara (which area is shown on the attached map) : 

(i) Preference customers (as defined in the Reclamation Law) and fed- 
eral establishments which (1) on the effective date of this agreement are 
served by the Contractor and, except as otherwise agreed upon in writing, 
(2) have had monthly maximum demands of 500 kilowatts or more for 
three consecutive months in the twelve months immediately preceding the 
date on which the Contractor is requested to commence service, and (3) are 
located and use such power and energy outside the corporate boundaries of 
municipalities wherein the Contractor serves at retail; provided, that re- 
ductions in the monthly maximum demand of any customer after delivery 
to such customer commences hereunder shall not affect the obligation of the 
contractor to continue delivery. 

(ii) Contractors for the construction of Bureau of Reclamation projects or 
parts thereof, or any development which has been authorized to be added to 
the Central Valley Project, also the power requirements of the United States 
itself necessary in the construction, operation, or maintenance of any Bureau 
of Reclamation project or part thereof: Provided, That such service shall 
be rendered only for use outside the corporate boundaries of municipalities to 
loads where the monthly maximum demand for three consecutive months 
during the twelve months immediately preceding the date of request for 
service has been, or during the ensuing twelve months is expected to be, one 
hundred (100) kilowatts or more, except as otherwise agreed upon in 
writing. 

(iii) In view of the difficulty of anticipating future facts and conditions, it 
is understood that if additional loads of the United States or customers of the 
United States become prospective, the parties hereto will then consider the 
problem of serving such loads, and the Contractor will advise the United 
States within ninety (90) days after request whether or not service to such 
additional loads or customers shall be made available hereunder. 

This contract does not terminate or in any way affect any contract between the 
Contractor and any of such customers. 

The Contractor shall deliver the energy supplied hereunder as three-phase 
alternating current at a nominal frequency of sixty (60) cycles per second, 
and shall not be required to deliver energy at less than 2,000 volts. 


PAYMENT FOR USE OF THE CONTRACTOR'S FACILITIES 


10. (a) The United States will compensate the Contractor for the use of its 
facilties to effectuate the delivery of electric power and energy to the United 
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States and/or the customers of the United States in accordance with the fg. 
lowing rates applicable monthly at each point of delivery: 

(i) For delivery at 44,000 volts or higher, 1 mill per kilowatt-hour; 
Provided, That in respect to delivery at any such point of 25,000 kilowatts or 
more, this charge shall not be less than 25 cents per kilowatt of the maximum 
30-minute integrated demand in the month ; 

(ii) For delivery at less than 44,000 volts but not less than 22,000 volts 
where the demand is not less than 20,000 kilowatts: 1 mill per kilowatt-hour 
plus 10 cents per kilowatt of monthly maximum 30-minute integrateg 
demand; 

(iii) For all other deliveries; 1 mill per kilowatt-hour plus 22 cents per 
kilowatt of monthly maximum 30 minute integrated demand. 

This compensation shall be exclusive of power and energy furnished by the 
United States. 

(b) The amount of power and energy delivered by the Contractor to which 
the above rates apply shall be determined as provided in Article 13(b). The 
Contractor shall render an itemized bill for the amount due hereunder from 
the United States not later than twenty (20) days after receipt from the United 
States of the information, as to the amounts of power and energy delivered by 
the Contractor, that is required for preparation of the bill, and such bills shall 
be due and payable as soon after receipt thereof as the necessary vouchers can 
be prepared. 

STANDBY FOR THE UNITED STATES 


11. The Contractor agrees to deliver to the United States such power and 
energy as the Contractor has available above its own requirements, as deter. 
mined by the Contractor, for the loads of the United States or customers of the 
United States being served from the system of the Contractor in the event of the 
inabiliy of the United States to supply such electric energy by reason of a failure 
or reduction of generation at power plants of the United States or failure of 
transmission lines of the United States. The electric energy so furnished by 
the Contractor, increased by losses as determined under Article 9(b) hereof to 
cover the Contractor’s losses in transmission, shall be returned by the United 
States, kilowatt-hour for kilowatt-hour, at the earliest practicable time and in 
accordance with schedules to be agreed upon between the Contractor and the 
contracting officer. The United States shall pay the Contractor the charge for 
use of the Contractor’s facilities in accordance with the terms of Article 10 
hereof, exclusive of transmission losses, the same as though the standby service 
had been energy furnished by the United States for transmission. It is mu- 
tually agreed that the standby provided for in this article is to be supplied only 
during outages or reductions in delivery of power by the United States due to 
the failure of facilities and not due to inadequacy of water for power generation. 


POWER FACTOR 


12. (a) The United States and its customers shall maintain a power factor 
at the points of delivery provided for in Article 9(c) hereof of not less than 
ninety (90) percent lagging: Provided, That the United States and its cus- 
tomers will be permitted to operate at a lower power factor when conditions are 
such, as determined by the Contractor, that a lower power factor will not pre- 
vent the Contractor from making full use of its available generating and 
transmission facilities. 

(b) The power to be delivered hereunder to the Contractor at Tracy Switch- 
yard shall be delivered at voltages ranging from 209,000 to 231,000 as the Con- 
tractor shall request from time to time, together with reactive kilovolt-amperes 
equivalent in amount to that delivered by the Contractor hereunder, and each 
party shall carry on its system the reactive kilovolt-amperes originating thereon: 
Provided, That operation at other voltages and with other reactive flow will be 
permitted upon request of the Contractor if the United States in the judgment 
of the contracting officer will not be prevented from making full use of its 
available generating and transmission facilities. 


Part 2.—GENERAL PROVISIONS 
MEASUREMENT OF ELECTRIC POWER AND ENERGY 
13. (a) The United States will provide and maintain metering equipment of 


a recording type to measure the electric power and energy and reactive kilovolt- 
amperes furnished to the Contractor at the points of interconnections and at the 
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nominal delivery voltages specified in Article 9(a) hereof. The United States 
agrees to read all meters on the last day of each billing period and at such other 
times as may be required under the operation of this contract and to submit a 
copy of all readings to the contractor for its records. The United States will 
service and maintain recording charts on all meters, and will make such charts 
available to the Contractor upon request. 

(b) With respect to the electric power and energy delivered by the Contractor 
to the United States or to its customers pursuant to Part 1 hereof: 

(i) Such electric power and energy shall be measured at the voltage at 
which it is delivered to the United States or its customers at or near the 
points of delivery of such electric power and energy, by metering equipment, 
including reactive kilovolt-ampere meters of a suitable type, to be furnished 
and maintained by the United States: Provided, That such power and 
energy delivered at any point or points of delivery on the high voltage side 
of any substation not provided by the Contractor may, at the option of the 
United States, be measured on the low-voltage side of such substations at or 
near said point of delivery, in which event the meter readings at said point 
of delivery will be increased by two percent (2%) in order to compensate 
for transformer losses, except that if the metering equipment automatically 
adjusts for transformer losses, the actual readings thus adjusted shall be 
used: Provided further, That if such power and energy delivered at any 
point of delivery is transmitted an appreciable distance before it is meas- 
ured, the meter readings for said point of delivery will be increased by an 
amount to be agreed upon in writing by the parties hereto in order to com- 
pensate for transmission losses between the point of delivery and the point 
of measurement, except where the metering equipment automatically adjusts 
for such losses. 

(ii) The United States agrees to read all meters on the last day of each 
billing period and as required at other times in connection with standby 
service provided hereunder, and to submit a copy of all readings to the 
Contractor for its records. The United States will service and maintain 
charts on all recording meters, and will make such charts available to the 
Contractor on request. 

(iii) The amount of standby electric energy supplied by the Contractor 
for the loads of the United States or its customers pursuant to Article 11 
hereof will be determined as in subsection (b) (i) above or, in the absence of 
proper meter readings, from the best information available. 

(c) The meters shall be sealed and the seals shall be broken only upon occa- 
sions when the meters are to be inspected, tested, or adjusted, and representa- 
tives of the Contractor and the contracting officer shall be afforded reasonable 
opportunity to be present upon such occasions. The meters shall be tested at 
least once each year and at any reasonable time upon request therefor by either 
party hereto. Any metering equipment found to be defective or inaccurate shall 
be repaired and readjusted or replaced. Should any meter fail to register, the 
electric power and energy delivered hereunder during such period of failure 
to register, shall, for billing purposes, be estimated from the best information 
available. 

(d) If any of the meter tests provided for herein discloses that the error of 
any meter or meters exceeds two per cent (2%), correction based upon the in- 
accuracy found shall be made of the records of electric service furnished since 
the beginning of the monthly billing period immediately preceding the billing 
period during which the test was made: Provided, That no correction shall be 
made for a longer period than such inaccuracy may be determined by the parties 
hereto to have existed. Any correction in billing resulting from such correction 
in meter records shall be made in the next monthly bill rendered, and such 
correction when made shall constitute full adjustment of any claim between the 
parties hereto arising out of such inaccuracy of meters. 


CONTROL AND MAINTENANCE OF THE CONTRACTOR’S ELECTRIC SYSTEM 


14. (a) The electric system of the Contractor shall at all times be and remain 
in the exclusive possession and control of the Contractor and this agreement 
shall not be construed to grant to the United States any rights of ownership 
in or possession of said electric system. The Contractor shall operate and main- 
tain said electric system in good and satisfactory operating condition. 
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(b) The United States will install, maintain, and operate, of will require its 
customers, as defined in Article 9(c) hereof, to install, maintain, and operate 
such proper service protective equipment as up-to-date electrical engineering 
practices recognize as necessary and efficient for the purpose of clearing ang 
protecting the Contractor’s electric system from the faults, grounds, and other 
types of electrical disturbances that originate upon the power systems of the 
United States or its customers. 


CONTROL AND MAINTENANCE OF ELECTRIC SYSTEM OF THE UNITED STATES 


15. (a) The electric system of the United States shall at all times be and re 
main in the exclusive possession and control of the United States and this agree 
ment shall not be construed to grant to the Contractor any rights of ownership in 
or possession of said electric system. The United States shall operate and maip- 
tain said electric system in good and satisfactory operating condition. 

(b) The Contractor will install, maintain and operate, such proper service pro- 
tective equipment as up-to-date electrical engineering practices recognize as 
necessary and efficient for the purpose of clearing and protecting the transmis- 
sion system of the United States from the faults, grounds, and other types of 
electrical disturbances that originate upon the Contractor’s power system. 


LICENSE TO THE UNITED STATES TO INSTALL AND OPERATE FACILITIES 


16. The Contractor, upon request from time to time by the contracting officer, 
will grant to the United States a license or licenses to construct, install, operate, 
maintain, replace or repair, upon the property of the Contractor such facilities 
as in the opinion of the Contractor are necessary or desirable for the purposes of 
this contract. The license or licenses so granted shall be in form and of legal suf- 
ficiency acceptable to the contracting officer, shall be and remain in effect during 
the term of this ontract, and shall expire coincidently therewith. Any facilities 
so installed by the United States pursuant to said license or licenses shall be and 
remain the property of the United States notwithstanding that the same may 
have been affixed to the premises, and the United States shall have a reasonable 
time after the expiration of said license or licenses in which to remove its fa- 
cilities so installed. 


LICENSE TO THE CONTRACTOR TO INSTALL AND OPERATE FACILITIES 


17. The United States hereby grants the Contractor a license to construct, in- 
stall, operate, maintain, replace or repair, upon property of the United States 
under the administrative control and jurisdiction of the Bureau of Reclamation, 
such facilities as in the opinion of the contracting officer are necessary or de 
sirable for the purposes of this contract. Said license shall remain in effect 
during the term of this contract and shall expire coincidently therewith. Any 
facilities so installed by the Contractor pursuant hereto shall be and remain the 
property of the Contractor, notwithstanding that the same may have been 
affixed to the premises, and the Contractor shall have a reasonable time after 
the expiration of said license in which to remove its facilities so installed. 


PUBLIC UTILITIES COMMISSION 


18. Within 30 days after execution of this contract, the Contractor will file an 
application with the Public Utilities Commission of the State of California for 
an order authorizing the Contractor to carry out the terms hereof and will pros- 
ecute the application and any proceedings thereon diligently. If such order is 
not forthcoming within 6 months after execution of this contract, the contracting 
officer may terminate this contract by giving written notice thereof to the Con- 
tractor. It is understood that the Contractor, by entering into this contract, does 
not dedicate or intend to dedicate its facilities to the common carrying of electric 
energy for the account or use of the United States or anyone else. 


TERM OF CONTRACT 


19. Subject to the provisions of Article 18 hereof, this contract shall become 
effective upon the date of its execution and shall remain in effect for a term of 
ten (10) years. 
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LIABILITY 


290. The Contractor, its officers, agents, and employees or any of them, shall 
not be liable for any claim for injuries or damages arising from the construc- 
tion, operation, and maintenance of the facilities of the United States under this 


contract. The United States, its officers, agents and employees, or any of them, 


shall not be liable for any claims, demands, costs, losses, causes of action, dam- 
am, of liability of whatsoever kind or nature, arising out of or resulting from 
the construction, operation, and maintenance of the facilities of the Contractor 
under this contract. 

RULES AND REGULATIONS 


91. The United States and the Contractor shall mutually agree upon and 
put into effect from time to time such rules and regulations as may be required 
in order to establish the methods of operation to be followed in the performance 
of this contract. 

CONTINUITY OF SERVICE 


92. The delivery of electric power and energy hereunder will be made con- 
tinuously except (1) for interruptions or reductions due to uncontrollable forces, 
as defined in Article 23 hereof; (2) for interruptions or reductions due to opera- 
tion of devices installed for power system protection; and (3) for temporary in- 
terruptions or reductions, which, in the opinion of the delivering party, are 
necessary or desirable for the purposes of maintenance, repairs, replacements, in- 
stallation of equipment, or investigation and inspection. The delivering party, 
except in case of emergency as determined by it, will give the other party rea- 
sonable advance notice of such temporary interruptions or reductions and will 
remove the cause thereof with diligence. 


UNCONTROLLABLE FORCES 


23. Neither party shall be considered to be in default in respect to any ob- 
ligation hereunder, if prevented from fulfilling such obligation by reason of an 
uncontrollable force. For the purpose of this contract the term “uncontrollable 
force’ means any cause beyond the control of the party affected, including, but 
not limited to, failure of facilities, flood, earthquake, storm, lightning, fire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court or public authority, which by exercise of due diligence and foresight such 
party could not reasonably have been expected to avoid. Hither party rendered 
unable to fulfill any obligation by reason of an uncontrollable force shall ex- 
ercise due diligence to remove such inability with all reasonable dispatch. 


AMENDMENT OF POWER CONTRACT 


24. Upon the date the Public Utilities Commission authorizes the Contractor to 
carry out the terms hereof, the provisions of the aforesaid contract No. 175r—1595 
with respect to exchange of electric energy for the use of Central Valley Project 
facilities shall terminate; also it is understood that declarations of capacity 
and energy under said contract shall not include capacity and energy required 
for discharge of obligations of the United States under this contract. 


GENERAL POWER CONTRACT PROVISIONS 


25. The General Power Contract Provisions attached hereto are hereby made 
a part of this contract the same as if they had been expressly set forth herein: 
provided, that provisions A, B, C, D, E, F, G, H, I, J, K, L, M, Q and R thereof 
shall be inoperative for the purpose of this contract. 

IN WITNESS WHEREOF the parties hereto have caused this contract to be ex- 
ecuted the day and year first above written. 

THE UNITED STATES OF AMERICA, 
3v (S) R.S. CALLanp, 
Acting Regional Director, Region 2, Bureau of Reclamation. 
PactFic GAS AND ELECTRIC COMPANY, 
By (S) J.B. Brack, President. 
Attest : RAYMOND Krnpie, Secretary. 
[SEAL] 
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GENERAL POWER CONTRACT PROVISIONS 
Unirep StaTES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION 
Effective January 17, 1950 


A. Characteristics of Power and Energy 


Electric energy supplied hereunder will be three-phase, alternating current, at 
a nominal frequency of sixty (60) cycles per second. 


B. Delivery of Energy in Excess of Contract Obligation 


The Contractor may from time to time, in the absence of objection by the 
contracting officer, use energy at rates greater than the contract rate of delivery 
in effect for each type of service provided for in this contract, but such greater 
yse shall not be deemed to establish in the Contractor any right thereto and 
the Contractor shall cease any such greater use whenever and for the periods 
of time requested by the contracting officer. 


0. Continuity of Electric Service to be furnished 


The electric service, unless otherwise specified, will be furnished continuously 
except (1) for interruptions or reductions due to uncontrollable forces, as defined 
herein; (2) for interruptions or reductions due to operation of devices installed 
for power system protection; and (3) for temporary interruptions or reductions, 
which, in the opinion of the contracting officer, are necessary or desirable for 
the purposes of maintenance, repairs, replacements, installation of equipment, 
or investigation and inspection. The United States, except in case of emergency 
as determined by the contracting officer, will give the Contractor reasonable 
advance notice of such temporary interruptions or reductions and will remove 
the cause thereof with diligence. 


D. Multiple Points of Delivery 


When electric service is furnished at two or more points of delivery under the 
same schedule of rates, said schedule of rates shall apply separately to the 
service supplied at each point of delivery. 


E. Uncontrollable Forces 


Neither party shall be considered to be in default in respect to any obligation 
hereunder, if prevented from fulfilling such obligation by reason of uncontrollable 
forces, the term uncontrollable forces being deemed for the purpose of this 
contract to mean any cause beyond the control of the party affected, including, 
but not limited to, inadequacy of water for the generation of the electric power 
and energy herein contracted for as conclusively determined by the Secretary of 
the Interior, failure of facilities, flood, earthquake, storm, lightning, fire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court or public authority, which by exercise of due diligence and foresight 
such party could not reasonably have been expected to avoid. Either party 
rendered unable to fulfill any obligation by reason of uncontrollable forces shall 
exercise due diligence to remove such inability with all reasonable dispatch. 


F. Modification of Rates 


The rate schedule specified in this contract shall be subject to successive 
modification by the United States through the promulgation of superseding rate 
schedules. If at any time the United States promulgates a rate schedule 
superseding the rate schedule then in effect under this contract it will promptly 
notify the Contractor thereof. Said superseding rate schedule, as of its effective 
date, shall become effective as to this contract unless the Contractor, by notice 
in writing given to the contracting officer within sixty (60) days after notice 
to it by the United States of promulgation of said superseding rate schedule, 
shall elect to terminate this contract effective as of such date not more than 
three (3) years subsequent thereto as the Contractor shall therein specify. 
In the event of such termination, said superseding rate schedule shall not be 
effective during the period of the remaining unexpired term of this contract 
or during a period of two years from the date of notice to the Contractor of 


the promulgation of said superseding rate schedule, whichever period is the 
shorter. 
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G. Billings and Payments 

The United States will submit bills to the Contractor on or before the tenth 
day of each month for electric service furnished during the preceding month 
and payments will be due and payable by the Contractor on the first day of the 
month immediately succeeding the date each bill is submitted. 


H. Nonpayment of Bills 

If the Contractor fails to pay any bill when due an interest charge of one per- 
cent (1%) of the amount unpaid shall be added thereto as liquidated damages 
and thereafter, as further liquidated damages, an additional interest charge of 
one-half of one percent (14%) of the principal sum unpaid shall be added on the 
first day of each succeeding calendar month until the amount due, including inter. 
est, is paid in full. The United States shall have the right upon not less than 
fifteen (15) days’ advance written notice to discontinue furnishing electric service 
to the Contractor for nonpayment of bills and to refuse to resume same so long as 
any part of the amount due remains unpaid. Such a discontinuance of electric 
service will not relieve the Contractor of liability for the minimum charge during 
the time electric service is so discontinued. The rights given herein to the Uniteq 
States shall be in addition to all other remedies available to the United States 
either at law or in equity, for the breach of any of the provisions hereof, 6 


I. Adjustments for Fractional Billing Period 

(a) For a fractional part of a billing period at the beginning or end of service 
and for fractional periods due to withdrawals of service, the demand charge, the 
kilowatt-hour blocks of the energy charge, and the minimum Dill shall each be 
proportionately adjusted in the ratio that the number of hours that electric sery- 
ice is furnished to the Contractor in such fractional billing period bears to the 
total number of hours in the billing period involved. , 

(b) Whenever irrigation and/or drainage pumping service is supplied under 
this contract, adjustments in the demand charge and in the kilowatt-hour blocks 
of the energy charge are applicable, and in the minimum charge of the rate 
schedule under which service is supplied, shall be made for the fractional part 
of the billing period at the beginning and end of pumping service in each year 
in like manner as is provided for in section (a) of this article. If pumping serv- 
ice is supplied in conjunction with service for other purposes and is not metered 
separately, the billing demand for pumping service shall be considered to be the 
difference between the highest 30-minute integrated demand measured during 
the billing period and the contract rate of delivery for firm power. 


J. Adjustments for Interruptions to Service 

Should the delivery of electric energy be interrupted or curtailed because of 
conditions on the power system of the United States, which system for purpose 
of adjustments hereunder shall include transmission facilities utilized but not 
owned by the United States, below the contract rate of delivery for the affected 
type of service provided for in this contract or below the rate of delivery re- 
quired by the Contractor at the time of such reduction, whichever is the lesser, 
for a period or periods of one (1) hour or longer in duration each, the total num- 
ber of hours of curtailed service in any billing period shall be determined by 
adding the sum of the number of hours of interrupted service io the product of 
the number of hours of reduced service multiplied by the percentage of said re- 
duction below said contract rate of delivery or below the rate of delivery required 
by the Contractor at the time of such reduction, whichever is the lesser. The de- 
mand charge, the kilowatt-hour blocks of the energy charge, and the minimum 
bill shall each be proportionately adjusted in the ratio that the total number of 
hours of such curtailed service as herein determined bears to the total number 
of hours in the billing period involved. The Contractor shall make written claim 
within thirty (30) days after receiving the monthly bill, for adjustment on 
account of any curtailment to service, for a period or periods of one (1) hour 
or longer in duration each, alleged to have occurred and which is not reflected in 
such bill. Failure to make such written claim, within said thirty (30) day pe 
riod, shall constitute a waiver thereof. All curtailments to service, for any reason 
whatsoever, which are due to conditions on the power system of the Uniterl States, 
shall be subject to the provisions of this article and the Contractor shall be 
limited in its remedy to the relief granted by this article. 
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— 


K. Measurement of Electric Power and Energy 


The total electric power and energy delivered to the Contractor will be meas- 
ured by metering equipment to be furnished and maintained by the United 
States, The meter or meters shall be sealed and the seals shall be broken only 
upon occasions when the meters are to be inspected, tested, or adjusted, and repre- 
sentatives of the Contractor shall be afforded reasonable opportunity to be pres- 
ent upon such oceasions. The meter or meters shall be tested at least once each 
year by the United States and at any reasonable time upon request therefor by 
either party. Any metering equipment found to be defective or inaccurate shall 
be repaired and readjusted or replaced. Should any meter fail to register, the 
electric power and energy delivered during such period of failure to register shall, 
for billing purposes, be estimated by the contracting officer from the best infor- 
mation available. 

L. Corrections for Inaccurate Meters 


If any of the meter tests provided for herein discloses that the error of any 
meter or meters exceeds two percent (2%), correction based upon the inac- 
curacy found shall be made of the records of electric service furnished since the 
peginning of the monthly billing period immediately preceding the billing period 
during which the test was made; Provided, That no correction shall be made 
for a longer period than such inaccuracy may be determined by the con- 
tracting officer to have existed. Any correction in billing resulting from such 
correction in meter records shall be made in the next monthly bill rendered by 
the United States to the Contractor, and such correction when made shall con- 
stitute full adjustment of any claim between the parties hereto arising out of 
such inaccuracy of meters. 


M. Power Factor 


While the Contractor will normally be required to maintain the power factor 
ag stated in the rate schedule then in effect under this contract, the Contractor 
will be permitted to operate at a lower power factor when conditions are such, 
as determined by the contracting officer, that a lower power factor will not pre- 
vent the United States from making full use of its available generating and 
transmission facilities. 


N. Cooperation of Contracting Parties 


(a) If, in the maintenance of their respective power systems and/or electrical 
equipment and the utilization thereof for the purposes of this contract, it be- 
comes necessary by reason of any emergency or extraordinary condition for 
either party to request the other to furnish personnel, materials, tools, and 
equipment for the accomplishment thereof, the party so requested shall coop- 
erate with the other and render such assistance as the party so requested may 
determine to be available. The party making such request, upon receipt of 
properly itemized bills from the other party, shall reimburse the party rendering 
such assistance for all costs properly and reasonably incurred by it in such per- 
formanee, including not to exceed ten percent (10%) thereof for administra- 
tive and general expenses, such costs to be determined on the basis of current 
charges or rates used in its own operations by the party rendering assistance. 

(b) No laborer or mechanic, in the employ of the Contractor, doing any part 
of the work contemplated by this article, shall be required or permitted to work 
more than eight hours in any one calendar day upon such work at the site 
thereof, except upon the condition that compensation is paid to such laborer or 
mechanic in accordance with the provisions of this article. The wages of every 
laborer and mechanic employed by the Contractor in the performance of any 
part of the work contemplated by this article shall be computed on a basic day 
rate of eight hours per day and work in excess of eight hours per day is per- 
mitted only upon the condition that every such laborer and mechanic shall be 
compensated for all hours worked in excess of eight hours per day at not less 
than one and one-half times the basic rate of pay. For each violation of the re- 
quirements of this article a penalty of five dollars shall be imposed upon the Con- 
tractor for each laborer or mechanic for every calendar day in which such em- 
ployee is required or permitted to labor more than eight hours upon svid work 
without receiving compensation computed in accordance with this article, and 
all penalties thus imposed shall be withheld for the use and benefit of the 
United States; Provided, That this stipulation shall be subject in all respects 
to the exceptions and provisions of U.S. Code, title 40, sections 321, 324, 325, 
25a, and 326 relating to hours of labor and to compensation for overtime. 

59220—60———__19 
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O. Provisions Relative to Employment 

(a) The Contractor shall not discriminate against any employee or applicant 
for employment because of race, creed, color, or national origin, and shall re 
quire an identical provision to be included in all subcontracts: Provided, hoy. 
ever, That this clause does not refer to, extend to, or cover the business or activj- 
ties of the Contractor which are not related to or involved in the performance 
of any part of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract 
the Contractor shall not employ any person undergoing sentence of imprison. 
ment at hard labor. 


P. Transfer of Interest in Contract by Contractor 


No voluntary transfer of this contract or of the rights of the Contractor 
hereunder shall be made without the written approval of the Secretary of the 
Interior ; Provided, That if the Contractor operates a project financed in whole 
or in part by the Rural Electrification Administration the Contractor may trans. 
fer or assign its interest in the contract to the Rural Electrification Administra. 
tion or any other department or agency of the Federal Government without such 
written approval; Provided further, That any successor to or assignee of the 
rights of the Contractor, whether by voluntary transfer, judicial sale, fore 
closure sale, or otherwise, shall be subject to all the provisions and conditions 
of this contract to the same extent as though such successor or assignee were 
the original Contractor hereunder; and, Provided further, That the execution 
of a mortgage or trust deed, or judicial or foreclosure sales made thereunder, 
shall not be deemed voluntary transfers within the meaning of this article. 


Q. Assignment of Industrial Contract by the United States 


When the Contractor hereunder is denominated an industrial customer, the 
United States may transfer and assign this contract at any time without the 
consent of the Contractor to any public body or cooperative engaged in the 
business of distributing electric power and energy purchased at wholesale from 
the United States if such assignee agrees to take over and assume all the rights, 
duties, and obligations of the United States under this contract. Whenever a 
transfer or assignment of this contract is made by the United States to a public 
body or cooperative pursuant hereto, such transfer or assignment shall be and 
constitute a novation and thereafter the United States shall be relieved of all 
liability under said contract and under said assignment and the Contractor shall 
look solely to the assignee for performance of this contract. 


R. Contract Subject to Colorado River Compact 

Where the energy sold hereunder is generated from waters of the Colorado 
River system, this contract is made upon the express condition and with the 
express covenant that all rights hereunder shall be subject to and controlled by 
the Colorado River Compact approved by section 13(a) of the Boulder Canyon 
Project Act of December 21, 1928 (45 Stat. 1057), and the parties hereto shall 
observe and be subject to and controlled by said Colorado River Compact in the 
construction, management, and operation of the dams, reservoirs, and power 
plants from which electrical energy is to be furnished by the United States to 
the Contractor hereunder, and in the storage, diversion, delivery, and use of 
water for the generation of electrical energy to be delivered by the United 
States to the Contractor hereunder. 


S. Waivers 
Any waiver at any time by either party hereto of its rights with respect toa 


default or any other matter arising in connection with this contract shall not be 
deemed to be a waiver with respect to any subsequent default or matter. 


T. Notices 

Any notice, demand, or request required or authorized by this contract shall be 
deemed properly given if mailed, postage prepaid, to the contracting officer at 
the address shown on the signature page hereof, on behalf of the United States, 
except where otherwise herein specifically provided, and to the officer signing 
for the Contractor at the address shown on the signature page hereof, on behalf 
of the Contractor. The designation of the person to be notified or the address 
of such person may be changed at any time by similar notice. 
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U. Contingent Upon Appropriations 


Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appro- 

‘ation for expenditures hereunder after such current year shall have expired. 
— such appropriation as may be necessary to carry out this contract is not 
oi the Contractor hereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 


V. Officials Not to Benejit 


No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 


W. Covenant Against Contingent Fees 


The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, broker- 
age, Or contingent fee. sreach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, or 
contingent fees. This warranty shall not apply to commissions payable by con- 
tractors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the contractor for the purpose of 
securing businesss. 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Supplement No. 1 to 175r—2650) 


AMENDMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR TRANS- 
MISSION AND EXCHANGE SERVICE 


1, THIS AMENDATORY CONTRACT, made as of the 27th day of August, 1951, in 
pursuance of the Act of Congress approved June 17, 1902 (32 Stat. 388), and 
acts amendatory thereof or supplementary thereto, hereinafter referred to as 
the Reclamation Law, between THE UNITED Strares or AMERICA, hereinafter 
called the United States, represented by the officer executing this contract, his 
duly appointed successor, or his duly authorized representative, hereinafter 
called the contracting officer, and Pactrrc Gas ANp ELrecrric COMPANY, a cor- 
poration duly organized, created, and existing under and by virtue of the laws 
of the State of California, hereinafter called the Contractor, its successors and 
assigns, 


WITNESSETH : 


2. Whereas the United States and the Contractor have entered into a certain 
contract No. I75r-2650, dated April 2, 1951, herein called the “Exchange Con- 
tract”, whereby the Contractor agreed under certain conditions to accept de- 
livery of power and energy from the United States into the electric system of 
the Contractor and in return to deliver power and energy to, or for the account 
of, the United States; and 

3. Whereas, the Exchange Contract requires that all power and energy de- 
livered by the Contractor to the United States and to its customers shall be 
measured by metering equipment to be furnished and maintained by the United 
States; and 

4. Whereas, the parties may desire in some cases that the Contractor tem- 
porarily furnish and maintain said metering equipment, or part thereof; 

5. Now, therefore, in consideration of the mutual promises herein set forth, 
the parties agree as follows: 

6. Upon request by the Contracting Officer, the Contractor will furnish and 
maintain at existing locations metering equipment, or any part thereof, which 
it may have installed prior to such request and which is required by Article 
13(b) of the Exchange Contract to measure electric power and energy delivered 
by the Contractor at any particular point of delivery, at a monthly charge, pro- 
rated for a fractional part of a month on the basis of the number of days of 
rent, of 1.2% of the reproduction cost new of said equipment or part thereof. as 
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estimated by the Contractor and quoted to the United States upon inquiry jn 
advance of said request. Rent of any metering equipment or part thereof shall 
be for such temporary period of time not exceeding twelve months as may be 
desired by the United States and may be terminated by the United States upon 
ten (10) days’ written notice in advance to the Contractor. 

7. The bill submitted by the Contractor to the United States pursuant to 
Article 10(b) of the Exchange Contract shall include an itemized statement of 
the amount, if any, due for rental of metering equipment during the preceding 
month pursuant to Article 6 hereof; and shall be paid by the United States as 
provided in the Exchange Contract. 

8. No Member of or Delegate to Congress or Resident Commissioner shall pe 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

9. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, 
brokerage, or contingent fee. Breach of this warranty shall give the United 
States the right to annul the contract or, in its discretion, to deduct from 
the contract price or consideration the amount of such commission, percentage, 
brokerage, or contingent fees. This warranty shall not apply to commissions 
payable by contractors upon contracts or sales secured or made through bona 
fide established commercial or selling agencies maintained by the Contractor for 
the purpose of securing business. 

10. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress making the necessary ap 
propriation for expenditures hereunder after such current year shall have ex. 
pired. In case such appropriation as may be necessary to carry out this con- 
tract is not made, the Contractor hereby releases the United States from all lia- 
bility due to the failure of Congress to make such appropriation. 

IN WITNESS WHEREOF, the parties have caused this contract to be executed as 
of the day and year first above written. 

Tue UNITED STATES OF AMERICA, 
$v /s/ RicHarp L. BOKE, 
Regional Director, Region 2, Bureau of Reclamation. 
PaciFic GAS AND ELECTRIC COMPANY, 
By /s/ N. R. SUTHERLAND, 
Vice President & General Manager. 


Attest: /8/ RAYMOND KINoIG, Secretary. 
[SEAL] 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Amendment of Supplement No. 1 to Contract I75r—2650) 


AMENDMENT TO CONTRAOT WITH PAcIFIC GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THIS AMENDATORY CONTRACT, made as of ‘the Ist day of January, 1954, in 
pursuance of the Act of Congress approved June 17, 1902 (32 Stat. 388), and 
acts amendatory thereof or supplementary thereto, hereinafter referred to as 
the Reclamation Law, between THE UNITED Sratres oF AMERICA, hereinatter 
called the United States, represented by the officer executing this contract, his 
duly appointed successor, or his duly authorized representative, hereinafter 
called the contracting officer, and Paciric GAs AND ELEcTRIC COMPANY, & Corpo 
ration duly organized, created, and existing under and by virtue of the laws of 
the State of California, hereinafter called the Contractor, its successors and 
assignes, 

WITNESSETH : 

2. Now, THEREFORE, in consideration of the mutual promises herein set forth, 
the parties agree as follows: 

3. Paragraph No. 6 of Supplement No, 1 to Contract I75r—2650, dated August 
27, 1951, is hereby amended by deleting the following words, ‘which it may have 
installed prior to such request and”, from lines 3 and 4; the word, ‘temporary’, 
in line 11; and the words, “not exceeding twelve months”, in line 12. 
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4. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. a 

5. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, 
or contingent fees. This warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made through bona fide estab- 
lished commercial or selling agencies maintained by the Contractor for the pur- 

e of securing business. 

6. Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. 
In case such appropriation as may be necessary to carry out this contract is not 
made, the Contractor hereby releases the United States from all liability due 
to the failure of Congress to make such appropriation. 

IN WITNESS WHEREOF, the parties have caused this contract to be executed as 
of the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/ C. H. SPENCER, 
Regional Director, Region 2, Bureau of Reclamation. 
PaciFic Gas AND ELEcTrIC COMPANY, 
By /s/ N. R. SuTHERLAND, 
Vice President € General Manager. 


Attest : /s/ E. EB. MANHARpD, Secretary. 
[SEAL] 


UnItTeED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 2 to I75r—2650) 


SUPPLEMENT TO CONTRACT WITH PACIFIC GAS AND ELEcTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1, THIS CONTRACT SUPPLEMENT, made this 15th day of October, 1952, between 
Tue UNITED STates OF AmeERrtIcA, hereinafter called the United States, acting 
pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act 
of Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 
approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supple- 
mentary thereto, and Paciric GAs AND ELectric CoMPANY, a corporation or- 
ganized and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor, 

WITNESSETH : 

2. WHEREAS the United States and the Contractor have entered into a contract 
(No. I75r-2650), dated April 2, 1951, hereinafter called the Exchange Contract, 
whereby the Contractor agreed under certain conditions to accept delivery of 
power and energy from the United States into the electric system of the Con- 
tractor at Tracy Switchyard and in return to deliver power and energy to, or 
for the account of, the United States; and 

8. WHEREAS the United States and the Contractor have entered into a contract 
(No. I75r-3428), dated October 3, 1951, hereinafter called the Sales Contract, 
providing, among other things, for the delivery of electric power and energy be- 
tween the parties at Tracy Switchyard and at such other points of interconnec- 
tion as the parties may agree unon; and 

4, WuHerEAs the United States and the Contractor have entered into a contract 
(Amendment No. 1 to I75r—3428), dated October 15, 1952, amending the Sales 
ae to provide for parallel operation of the transmission lines of the 
parties : 

5. Now, THEREFORE, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 
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6. So long as Amendment No. 1 to 175r—3428 is in effect. 

(a) Points of interconnection and voltages contemplated by Article 9(a) 
(ii) of the Exchange Contract shall be those points of interconnection and 
voltages provided for in said Amendment No. 1, 

(b) The provisions of Article 12(b) of the Exchange Contract sha} be 
modified as provided in said Amendment No. 1, and 

(c) The provisions of Article 13(a) of the Exchange Contract shalj be 
suspended. 

7. In all other respects the Exchange Contract shall remain in full force and 
effect. 

8. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

9. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreenient fr a commission, percentage, broker. 
age, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contraget 
price or consideration the amount of such commission, percentage, brekerage, or 
contingent fee. This warranty shall not apply to commissions payable by cop. 
tractors upon contracts or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 

10. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress’ making the necessary ap 
propriation for expenditures hereunder after such current year shall have ex. 
pired. In case such appropriation as may be necessary to carry out this contact 
is not made, the Contractor hereby releases the United States from all liability 
due to the failure of Congress to make such appropriation. 

11. This contract supplement shall become effective as of the effective date 
of Amendment No. 1 to 175r-3428. 

IN WITNESS WHEREOF, the parties have caused this contract supplement to be 
executed the day and year first above written. 

THE UNTIrep STATES OF AMERICA, 
By /s/ RicHarp L. BOKE, 
Regional Director. 
PAcIFIC GAS AND ELECTRIC COMPANY, 
By /s/ L. Haro_tp ANDERSON, 
Vice President & Asst. General Manager. 
Attest : /8/ RAYMOND KINpIG, Secretary. 
[SEAL] 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Supplemental No. 3 to Contract No. I75r-2650) 


SUPPLEMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THIS CONTRACT SUPPLEMENT, made this Ist day of July, 1954, between Tue 
UNITED STATES OF AMERICA, hereinafter called the United States, acting pursuant 
to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act of Con- 
gress approved August 26, 1937 (50 Stat. 850), and the Act of Congress approved 
August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supplementary 
thereto, and Paciric GAS AND ELEectric COMPANY, a corporation organized and 
existing under and by virtue of the laws of the State of California, hereinafter 
called the Contractor, 

WITNESSETH : 

2. WHEREAS the United States and the Contractor have entered into and 
subsequently amended a contract (No. 175r—2650), dated April 2, 1951, and a 
contract (No. 175r—3428), dated October 3, 1951, wherein the United States 
agreed to provide the megavars required for service thereunder to the United 
States and its Customers; and 
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9. WHEREAS because of the increased loads of the United States and its Cus- 
tomers, as of July 1, 1954, the United States will not have available the necessary 
megavars required pursuant to the above-mentioned contracts and the parties 
have entered into a contract (Amendment No. 2 to Contract [75r—-3428 ) pro- 
yiding for the sale of megavars by the Contractor to the United States ; 

4, Now, eee consideration of the mutual covenants herein set forth, 

ies agree aS TOLLOWS: 
<9 yee Amendment No. 2 to Contract No. [75r—2428 is in effect, the 
obligation of the United States under Article 12(b) of Contract No, I75r—2650 
to deliver to the Contractor at Tracy Switchyard megavars equivalent in amount 
to that delivered by the Contractor thereunder to or for the account of the 
United States shall be deemed to have been satisfied. al 

6. So long as Amendment No. 2 to Contract No. Ti5r-3428 is in effect, the 
United States shall be relieved of its obligation to provide reactive kilovolt-ampere 
meters as required by Article 13(b) (i) of Contract I75r—2650. 

7, In all other respects Contract I75r—2650 as supplemented and amended shall 
remain in full force and effect. 

8, This Supplement shall be effective for the period July 1, 1954, through 
June 30, 1955. 

9. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 

10. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, 
or contingent fee. This warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made through bona fide estab- 
lished commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. 

IN WITNESS WHEREOF, the parties have caused this contract supplement to be 
executed effective as of the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/ C. H. Spencer, 
Regional Director, Region 2, Bureau of Reclamation. 
PaciFric Gas AND ELEctTRIC CoMPANY, 
By /s/ LL. Harotp ANDERSON, 
Vice Pres. & Asst. Gen’l. Mgr. 


Attest : /s/ BW. E. MAnuwarp, Secretary. 
[Seal] 





UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Supplement No. 4 to I75r—2650) 


SUPPLEMENT TO CONTRACT WITH PacriFic GAS AND ELEcTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1, THIS CONTRACT SUPPLEMENT, made this 9th day of December, 1955, between 
Tae UNITED STaTEs oF AMenricA, hereinafter called the United States, acting 
pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act 
of Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 
approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or sup- 
plementary thereto, and Paciric Gas AND ELecrric COMPANY, a corporation 
organized and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor, 

WITNESSETH : 

2. WHEREAS, the United States and the Contractor have entered into and 
subsequently supplemented a contract (175r—2650), dated April 2, 1951, herein- 
after called the Exchange Contract, whereby the Contractor agreed under cer- 
tain conditions to accept delivery of power and energy from the United States 
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into the electric system of the Contractor at the points of interconnection pp. 
tween the electric systems of the parties; and 

3. WHEREAS, the United States and the Contractor have entered into ang 
subsequently amended a contract (I75r-3428), dated October 3, 1951, herein. 
after called the Sales Contract, providing for the sale and interchange of ele 
tric power and energy ; and 

4. Wuereas, the United States and the Contractor have entered into Amepq. 
ment No. 3 to the Sales Contract which will affect the relationship betwee) 
the parties under the Exchange Contract: 

5. Now, THEREFORE, in consideration of the mutual covenants herein set forty 
the parties agree as follows: : 

6. So long as Amendment No. 3 to the Sales Contract is in effect, 

(a) Points of interconnection and voltages contemplated by Article 9(q) 
of the Exchange Contract shall be those points of interconnection anq 
voltages provided for in said Amendment No. 3, 

(b) The provisions of Article 12(b) of the Exchange Contract shall pe 
suspended, and 

(c) The Provisions of Article 13(a) of the Exchange contract shall be 
suspended. 

7. Supplement No. 2 to the Exchange Contract is hereby cancelled. 

8. In all other respects the Exchange Contract shall remain in full force ang 
effect. 

9. No Member of or Delegate to Congress or Resident Commissioner sha} 
be admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contrac 
if made with a corporation or company for its general benefit. 

10. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, 
brokerage, or contingent fee. Breach of this warranty shall give the United 
States the right to annul the contract or, in its discretion, to deduct from the 
contract price or consideration the amount of such commission, percentage, 
brokerage, or contingent fee. This warranty shall not apply to commissions 
payable by contractors upon contracts or sales secured or made through bona 
fide established commercial or selling agencies maintained by the Contractor for 
the purpose of securing business. 

11. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress’ making the necessary 
appropriation for expenditures hereunder after such current year shall have 
expired. In case such appropriation aS may be necessary to carry out this con- 
tract is not made, the Contractor hereby releases the United States from all 
liability due to the failure of Congress to make such appropriation. 

12. In connection with the performance of work under this contract, the 
Contractor agrees not to discriminate against any employee or applicant for 
employment because of race, religion, color, or national origin. The aforesaid 
provision shall include, but not be limited to, the following: employment, up 
grading, demotion, or transfer; recruitment or recruitment advertising; layoff 
or termination; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to post hereafter in 
conspicuous places, available for employees and applicants for employment, 
notices to be provided by the Contracting Officer setting forth the provisions of 
the nondiscrimination ¢clause. 

The Contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 

18. This Contract Supplement shall be effective on and after January 1, 1956. 

IN WITNESS WHERPOF, the parties have caused this Supplement to the Exchange 
Contract to be executed on the day and year first above written. 


THE UNITED STATES OF AMERICA, 
By /s/ C.H. SPENCER, 
Regional Director, Region 2, Bureau of Reclamation. 
PaciFic GAS AND ELECTRIC COMPANY, 
By /s/ N.R. SutHERLAND, 
President and General Manager. 


Attest: /s/ EE. B. Manwarp, Secretary. 
[SEAL] 
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Unrrep STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 5 to I75r—2650) 


SUPPLEMENT TO Contract WITH PaciIFiIc GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THIS CONTRACT SUPPLEMENT, made this 29th day of September, 1959, between 
{He Unirep States or America, hereinafter called the “United States”, acting 
pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act 
of Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 
approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supple- 
mentary thereto, and Pactric GAs AND ELEcTRIC COMPANY, a corporation organ- 
ized and existing under and by virtue of the laws of the State of California, 
hereinafter called the “Contractor”, 

WITNESSETH : 

9, WHEREAS the United States and the Contractor have entered into and 
subsequently supplemented a contract (I75r—2650), dated April 2, 1951, whereby 
the Contractor agreed under certain conditions to deliver power and energy for 
the account of the United States from the electric system of the Contractor, 
which.contract as so supplemented is hereinafter called the “Exchange Contract” ; 

nd 
7 8, WHEREAS the United States and the Contractor have entered into and 
subsequently amended a contract (I75r—3428), dated October 3, 1951, providing 
for the sale and interchange of electric power and energy, which contract as so 
amended is hereinafter called the “Sales Contract”; and 

4, WuHerEAS the Sales Contract will affect the relationship between the 
parties under the Exchange Contract: 

5. Now, THEREFORE, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

6. Subdivisions (i) and (ii) of Article 9(a) of the Exchange Contract and 
the words “as follows:” immediately preceding said subdivisions are hereby 
deleted and in lieu thereof there is inserted: 

provided for in the contract between the parties for the sale and interchange 
of electric power and energy (No. 175r-3428), as amended, hereinafter called 
the “Sales Contract”. 

7. Article 12(b) of the Exchange Contract is hereby deleted. 

8. Article 13(a) of the Exchange Contract is hereby deleted, and subdivisions 
(b), (c), and (d) of said Article are redesignated (a), (b), and (c) respectively. 

9. Article 19 of the Exchange Contract is hereby deleted and in lieu thereof 
there is inserted : 

TERM OF CONTRACT 


19. Subject to the provisions of Article 18 hereof, this Contract shall 
become effective upon the date of its execution and shall remain in effect 
until termination of the Sales Contract. 

10. Supplement No. 4 of the Exchange Contract is hereby cancelled. 

li(a) If the proposed San Luis Unit of the Central Valley Project is con- 
structed in whole or in part by the United States or by the State of California, 
the Contractor, upon request of the United States, shall, within a reasonable 
time after receiving such request, make the capacity of the Contractor’s electric 
system available to deliver electric power and energy for the account of the 
United States to the facilities and at the nominal voltages set forth in subdivision 
(b) of this Article, and shall be obligated to increase the capacity as necessary 
for such service, anything to the contrary in the Exchange Contract notwith- 
standing. 

(b) The United States shall compensate the Contractor for any use of its 
facilities to deliver electric power and energy for the account of the United 
States to the San Luis pumping plants as follows: 

(1) For delivery at 220,000 volts at the switchyard of the main pumping 
plant, and at either 110,000 volts or 60,000 volts at other pumping plants 
or substation locations from transmission lines of the Contractor: 

(i) Entirely outside the Contractor’s Peak Load Period, as defined 
in the Sales Contract; one-third of one mill per kilowatt-hour; 

(ii) During said Contractor’s Peak Load Period in any month, one- 
third of one mill per kilowatt-hour plus 12% cents per kilowatt of the 
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maximum 30-minute integrated demand during said period in that 
month. 

(2) For delivery at 12,000, 4,000, or 2,000 volts from the Contractor's 
distribution lines to pumping plants, 1 mill per kilowatt-hour plus 22 Cents 
per kilowatt of the monthly maximum 30-minute integrated demand. 

(c) Losses in transmission of electric power and energy to pumping plants 
of said San Luis Unit shall be deemed to be: 

(1) For delivery at 220,000 volts, three percent ; 

(2) For delivery at 110,000 volts or 60,000 volts, five percent ; 

(3) For delivery at 12,000, 4,000, or 2,000 volts, nine percent. 

(d) Except as otherwise provided in or inconsistent with this Article, the 
provisions of the Exchange Contract, as amended by this Supplement No, 5, 
shall be applicable to transmission and exchange service for the said San Luis 
Unit pumps. 

(e) At the request of the Contracting Officer, the Contractor shall, outside 
said Contractor’s Peak Load Period, furnish transmission and exchange service 
to any Central Valley Project pumping plant at rates based on the principles 
used to establish those set forth in subdivision (b) above. In determining saiq 
rates, consideration shall be given to the extent to which the existing capacity 
of the Contractor’s electric system will be available for such service. 

2(a) In the event the demand of any “Customer” (as defined in the Sales 
Contract) supplied under the Exchange Contract for the account of the United 
States, but not jointly supplied by the United States and the Contractor prior 
to the effective date of this Supplement No. 5, exceeds the maximum rate of 
delivery specified in the contract between the United States and such Customer, 
the United States shall, within the limits provided in subdivision (c) (4) of 
Article 12 of the Sales Contract, serve such Customer at a rate up to but not 
exceeding said maximum rate of delivery at the Customer’s load factor during 
each billing period, and the Contractor, if such Customer so elects, shall supply 
all its additional requirements, but at not less than its load factor during 
each billing period, under such terms and conditions as may be agreed upon 
by the Contractor and such Customer. 

(b) Metering facilities installed by either party shall be made available to 
the other to measure deliveries of power and energy to any Customer served by 
both parties pursuant to this Article. Whenever the metering facilities of 
one party are available to the other to measure deliveries of power and energy 
to a Customer from which said other party is then receiving revenue, the party 
owning such facilities shall receive from the other a monthly rental charge 
equal to 444th of the annual costs of amortizing, operating, and maintaining such 
metering facilities. 

18. This Contract Supplement shall be effective on and after June 1, 1959. 

14. In all other respects the Exchange Contract shall remain in full force 
and effect. 

15. No Member of or Delegate to Congress or Resident Commissioner shall 
be admitted to any share or part of this contract or to any benefit that may 
arise herefrom, but this restriction shall not be construed to extend to this 
contract if made with a corporation or company for its general benefit. 

16. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, brok- 
erage, or contingent fee. Breach of this warranty shall give the United tSates 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, 
or contingent fee. This warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made through bona fide estab 
lished commercial or selling agencies maintained by the Contractor for the 
purpose of securing business. 

17. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress’ making the necessary 
appropriation for expenditures hereunder after such current year shall have 
expired. In case such appropriation as may be necessary to carry out this 
contract is not made, the Contractor hereby releases the United States from 
all liability due to the failure of Congress to make such appropriation, 

18. In connection with the performance of work under this contract, the 
Contractor agrees not to discriminate against any employee or applicant for 
employment because of race, religion, color, or national origin. The aforesaid 
provision shall include, but not be limited to, the following: employment, up 
grading, demotion, or transfer; recruitment or recruitment advertising; layoff 
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or termination ; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to post hereafter 
jn conspicuous places, available for employees and applicants for employment, 
notices to be provided by the Contracting Officer setting forth the provisions of 
the nondiscrimination clause. E 
jhe Contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 
IN WITNESS WHEREOF, the parties have caused this Contract Supplement to be 
executed on the day and year first above written. 
THE UNITED STATES OF AMERICA, 
By E. F. SULLIVAN, 
Acting Regional Director, Region 2, Bureau of Reclamation. 
Paciric GAS AND ELECTRIC COMPANY, 
By S. L. SIBLEy, 
Vice President and General Manager. 
Attest : BE. BE. MANHARD, Secretary. 
[SEAL] 


Unitep STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL 
VALLEY PROJECT, CALIFORNIA 


(Supplement No. 6 to I75r—2650) 


SUPPLEMENT TO CONTRACT WITH PacIFic GAS AND ELECTRIC COMPANY FOR 
TRANSMISSION AND EXCHANGE SERVICE 


1. THIS CONTRACT SUPPLEMENT, made this 2nd day of November, 1959, be- 
tween THE UNITED STATES OF AMERICA, hereinafter called the United States, 
acting pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), 
the Act of Congress approved August 26, 1937 (50 Stat. 850), and the Act of Con- 
gress approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or 
supplementary thereto, including the Act of Congress approved August 12, 1955 
(69 Stat. 719), and Pactric GAs AND ELEcTRIC COMPANY, a corporation organized 
and existing under and by virtue of the laws of the State of California, herein- 
after called the Contractor, 

WITNESSETH : 

2. WHEREAS the United States and the Contractor have entered into and sub- 
sequently supplemented a contract (No. I75r—2650), dated April 2, 1951, whereby 
the Contractor agreed under certain conditions to deliver power and energy 
for the account of the United States from the electric system of the Contractor, 
which contract as so supplemented is hereinafter called the Exchange Contract; 
and 

3. WHEREAS the parties desire to supplement the Exchange Contract so as 
to implement Section 4 of the Act approved August 12, 1955; 

4, NoW, THEREFORE, in consideration of the premises, the parties agree as 
follows: 

5. Article 9(c) of the Exchange Contract is hereby amended by inserting after 
the phrase “(which area is shown on the attached map)” the words “and the 
County of Trinity.” 

6. This Contract Supplement shall be effective on and after June 1, 1959. 

7. In all other respects the Exchange Contract shall remain in full force and 
effect. 

8. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

9. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this warranty shall give the United States the 
right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, or 
contingent fee. This warranty shall not apply to commissions payable by con- 
tractors upon contracts or sales secured or made through bona fide established 


commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 
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10. Where the operations of this contract extend beyond the current fiscal year 
the contract is made contingent upon Congress’ making the necessary appro. 
priation for expenditures hereunder after such current year shall have expireg, 
In case such appropriation as may be necessary to carry out this contract js 
not made, the Contractor hereby releases the United States from all liability 
due to the failure of Congress to make such appropriation. 

11. In connection with the performance of work under this contract, the Con. 
tractor agrees not to discriminate against any employee or applicant for em. 
ployment because of race, religion, color, or national origin. The aforesaid pro- 
vision shall include, but not be limited to, the following : employment, upgrading, 
demotion, or transfer ; recruitment or recruitment advertising ; layoff or terming. 
tion; rates of pay or other forms of compensation; and selection for training, 
including apprenticeship. The Contractor agrees to post hereafter in conspicious 
places, available for employees and applicants for employment, notices to be pro. 
vided by the Contracting Officer setting forth the provisions of the non-discrimin- 
ation clause. 

The Contractor further agrees to insert the foregoing provision in all gnb- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 


IN WITNESS WHEREOF, the parties have caused this Contract Supplement to be 
executed on the day and year first above written. 


THE UNITED STATES OF AMERICA, 
By /s/ E. F. SULLIVAN, 
Acting Regional Director, Region 2, Bureau of Reclamation, 
PaciFic GAS AND ELECTRIC COMPANY, 
By /s/ S. L. SIBLey, 
Vice President € General Manager, 


Attest: /s/ J. ¥F. TAytor, Assistant Secretary. 
[SEAL] 


APPENDIX B—SALES CONTRACT BETWEEN BUREAU OF RECLAMA. 
TION AND PACIFIC GAS AND ELECTRIC CoO. 


U.S. DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL VALLEY 
PROJECT, CALIFORNIA 


CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR THE 
SALE AND INTERCHANGD OF ELECTRIC POWER AND ENERGY 


Contraet No. I75r-—3428 


INDEX 

Article No. 

1. Preamble. 

2-8. Explanatory Recitals. 

9. Definitions. 
10. Electric Power and Energy to be Supplied by the United States. 
. Integrated Operation of Electric Systems. 
12. Electric Power and Energy to be Supplied by the Contractor. 
13. Payments for Electric Power and Energy. 
14. Redetermination of Project Dependable Capacity. 
15. Stored Energy. 
16. Adjustment for Losses. 
17. Deliveries of Electric Power and Energy. 
18. Voltage and Power Factor. 
19. Standby Service. 
20. Measurement of Electric Power and Energy. 
21. Exchange of Operating Information. 
22. Uncontrollable Forces. 
23. Continuity of Blectric Service. 
24. Facilities. 
25. License to the United States to Install and Operate Facilities. 
26. License to the Contractor to Install and Operate Facilities. 
27. Cooperation of Contracting Parties. 
28. Provisions Relative to Employment. 
29. Officials Not To Benefit. 
30. Covenant Against Contingent Fees. 
31. Transfer of Interest in Contract by the Contractor. 
32. Contingent upon Appropriations. 
33. Notices. 
34. Waivers. 
35. Cancellation. 
36. Public Utilities Commission. 
37. Term of Contract. 
38. Agreements Superseded. 
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1, Tus CONTRACT, made this 3rd day of October, 1951, between THe Unirep 
Grates OF AMERICA, hereinafter called the United States, acting pursuant to the 
Act of Congress approved June 17, 1902 (32 Stat. 388), the Act of Congress 
approved August 26, 1987 (50 Stat. 850) and the Act of Congress approved Au- 

t 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supplementary 
thereto, hereinafter referred to as the Reclamation Law, and Pactric Gas AND 
E.ectrio COMPANY, a corporation organized and existing under and by virtue of 
the laws of the State of California, hereinafter called the Contractor, 

WITNESSETH : ; 

2, WHerEAS the Contractor is engaged in the business of generating, trans- 
mitting and distributing electric power and energy in Northern and Central 
Galifornia ; and 

8, WHEREAS the United States has constructed, as part of the Central Valley 
Project, Shasta and Keswick power plants located respectively at and near 
Shasta Dam on the Sacramento River, California, and proposes to construct the 
Folsom and Nimbus power plants located respectively at and near Folsom Dam, 
which is now under construction on the American River, California; and 

4, WHEREAS the United States is constructing a switchyard near Tracy, Cali- 
fornia, and 230-kilovolt transmission lines from Shasta and Keswick plants to 
said Tracy switchyard; and 

5. WHEREAS the United States and the Contractor have entered into a con- 
tract (No. 175r-1595) dated December 21, 1948, for the sale by the United States 
of power and energy to the Contractor, and a contract (No. I75r-1631) dated 
February 17, 1949 for storage by the United States of energy in Shasta reservoir 
for the account of the Contractor; and 

6. WHEREAS the United States and the Contractor have entered into a contract 
(No. I75r-2650) dated April 2, 1951, whereby the Contractor will accept delivery 
of power and energy from the United States into the Contractor’s electric system 
and in return will make delivery of power and energy to the United States and 
its Customers ; and 

7, Wuereas the parties desire to enter into a new contract for the sale by 
the United States to the Contractor of Central Valley Project hydroelectric power 
and energy not required for the use of the United States and its Customers, and’ 
for coordination and integration of the electric systems of the United States and 
the Contractor, which contract will complement Contract No. I75r-—2650 and 
supersede Contract No. 175r—1595 and Contract No. I175r—1631; 

8. Now, THEREFORE, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

DEFINITIONS 


9. Wherever used herein, the following terms shall have the respective mean- 
ings set opposite thereto: 

(a) Project.—The Central Valley Project, California, as now or hereafter 
authorized by the Congress of the United States, or pursuant to Acts 
thereof. 

(b) Project Plants.—Hyroelectric power plants now or hereafter author- 
ized as part of the Project by the Congress of the United States, or pursuant 
to Acts thereof. 

(c) Customers.—Customers of the United States (including those served 
under Contract No. 175r—2650) other than the Contractor. 

(d) Preference Customers.—Customers entitled to preference under the 
Reclamation Law. 

(e) Contractor’s Peak Load Period.—The period between 7:00 a.m. and 
10:00 p.m. on any day except Sundays and the following holidays: New 
Year’s Day, Washington’s Birthday, Decoration Day, Independence Day, 
Labor Day, Armistice Day, Thanksgiving Day, and Christmas Day. 

(f) Mazimum Demand.—The maximum simultaneous 30-minute average 
power demand. 

(g) Project Pumping Load—The power and energy required by loads of 
Project pumping plants owned and controlled by the United States. 

(h) Project Dependable Capacity—The lowest power capacity which it 
is estimated (1) will be available in any month from Project Plants under 
the most adverse stream flow conditions of record (assumed to be 1930-1933 
until more adverse conditions occur), after excluding the estimated capacity 
required for Project Pumping Load during the Contractor’s Peak Load 
Period, and (2) will be supported by the amounts of energy prescribed in 
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Article 10(c), after excluding the estimated energy required for Project 
Pumping Load. Project Dependable Capacity shall be determined in accorg. 
ance with the methods used in the study relating thereto prepared by the 
Bureau of Reclamation, dated July 30, 1951.. Project Dependable Capacity 
shall be 300,000 kilowatts unless and until changed as provided in Article 14. 

(i) Firm Load.—The power and energy required by loads of the Uniteg 
States and its Customers which the United States gives notice pursuant to 
Article 21(b) are to be served from Project Dependable Capacity or from 
capacity furnished to the United States pursuant to Article 12(a). 

(j) Supported Firm Load.—That portion of Firm Load consisting of loads 
described in Article 12(b) (3). 

(k) Contract Dependable Capacity.—The capacity remaining each month 
after deducting from Project Dependable Capacity the Maximum Demand 
of Firm Load occurring during the Contractor’s Peak Load Period in any 
of the twelve months ending with the month for which Contract Dependable 
Capacity is being determined; provided, that there shall be excluded from 
such Maximum Demand any part thereof that may be agreed upon ip 
advance by the parties. 

(1) Nondependable Capacity—The capacity of Project Plants which is 
available in any month in addition to Project Dependable Capacity. 

(m) Contracting Officer.—The officer executing this agreement on behalf 
of the United States, his duly appointed successor or his duly authorizeq 
representative. 

(n) Construction Contractors.—Contractors engaged in the construction of 
Bureau of Reclamation projects or parts thereof or any development which 
has been authorized to be added to the Project. 


ELECTRIC POWER AND ENERGY TO BE SUPPLIED BY THE UNITED STATES 


10. (a) The United States shall make available to the Contractor, and the 
Contractor shall pay for at the rate provided in Article 13(a), the Contract 
Dependable Capacity. 

(b) The United States shall make available to the Contractor all Nondepend- 
able Capacity which the United States does not require for service to Federal 
agencies, including the Bureau of Reclamation, and Construction Contractors: 
provided, that the United States may withdraw any part of such Nondependable 
‘Xapacity for sale to Preference Customers upon three (3) years’ advance notice 
in writing to the Contractor. The Contractor shall pay for at the rate provided 
in Article 13(a) the amount or amounts of Nondependable Capacity which, 
together with the related amount of energy prescribed in subdivision (c) below, 
are made available to it upon at least sixty (60) days’ advance notice and which 
continue to be available for not less than five (5) successive calendar months 
and until terminated by the United States upon at least sixty (60) days’ advance 
notice to the Contractor, except as otherwise agreed upon. 

(c) For each kilowatt of Contract Dependable Capacity and each kilowatt of 
Nondependable Capacity purchased by the Contractor during any month the 
United States shall deliver to the Contractor hereunder, and the Contractor shall 
receive in such month, energy from Project Plants in not less than the amount 
shown in Table One below. 


TABLE ONE.—Kilowatt-hours per kilowatt 
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Any of the monthly amounts shown in the foregoing table may, upon ninety 
(90) days’ advance notice to the Contractor, be reduced up to twenty per cent 
(20%) ; Provided, That the total shown above for either six (6) months’ period 
shall not be reduced more than one hundred (100) kilowatt-hours per kilowatt: 
And provided further, That the delivery in any month to maintain the required 
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total for each six (6) months’ period shall. not exceed the amount shown for 
that month in Table Two below, except as otherwise agreed upon. 

(d) In the event that the United States desires to furnish to the Contractor 
during any month energy produced at Project Plants in excess of the amount 
shown in Table One above, the Contractor, upon reasonable advance notice, shall 
receive such energy: _Provided, That if, for each kilowatt of Project Dependable 
Capacity, and each kilowatt of Non-Dependable Capacity purchased by the Con- 
tractor, the number of kilowatt-hours available from Project Plants exceeds the 
number shown for that month in Table Two below, the Contractor shall be obli- 
gated to receive only so much of such excess kilowatt-hours as it can use in its 
system to reduce generation of energy by steam or to reduce purchases of energy 
from others consistently with its contract obligations with others and without 
impairing the safe operation of its system, all as determined by the Contractor. 


TaBLeE Two.—Kilowatt-hours per kilowatt 
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(e) It is understood that the power and energy which the Contractor is 
obligated to receive under this Article shall be in addition to the power and 
energy which the Contractor is obligated to receive under Contract No. 175r- 
2650, subject to the provisions of Article 11. 

(f) The energy, if any, sold by the United States to the Contractor in any 
mouth shall be the total energy delivered in that month by the United States 
to the Contractor less (1) the energy required to be delivered in that month 
by the United States under Contract No. 175r—2650, and (2) the energy delivered 
in the same month by the Contractor to the United States at the points of inter- 
connection provided for in Article 17. The Contractor shall pay for such energy 
sold to it at the rates provided in Article 13(a). 


INTEGRATED OPERATION OF ELECTRIC SYSTEMS 


11. For the purpose of developing the full capabilities of Project Plants for 
use in meeting the power requirements of the area, the parties shall operate 
their respective power facilities as follows: 

(a) Within the limits of the water available for release from Project 
reservoirs, water release requirements and safe operation of Project facili- 
ties, all as determined by the Contracting Officer, the United States shall 
operate Project Plants up to the full capabilities thereof in the manner to 
be scheduled from time to time by the Contractor so as best to meet the 
combined load requirements of the parties, as determined by the Contractor. 
Subject to the limitations contained in this subdivision, sufficient energy 
generation shall be scheduled by the Contractor and delivered by the United 
States each month to meet the energy requirements of the United States 
and its Customers and to meet the obligations of the parties under Article 
10. 

(b) Whenever the output of Project Plants as so scheduled exceeds the 
energy requirements of the United States and its Customers, such excess 
shall be delivered to the Contractor by the United States, subject to the 
provisions of Article 10. 

(c) Whenever the output of Project Plants as so scheduled is insufficient 
to meet the energy requirements of the United States and its Customers, 
the Contractor shall deliver to the United States or for its account suffici- 
ent energy to make up such deficiencies: Provided, That the Contractor 
shall not be obligated to deliver in any month energy (1) at a rate greater 
than that necessary to make the capacity available to the United States 
and its Customers equal to the maximum capacity available from Project 
Plants in that month, except as provided in Article 12(a), or (2) in an 
amount greater than that which the United States delivers to the Con- 
tractor in that month, except as provided in Article 12(b). 
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ELECTRIC POWER AND ENERGY TO BE SUPPLIED BY THE CONTRACTOR 


12. (a) If Project Dependable Capacity is reduced pursuant to Article 14 
and the United States at any time does not have sufficient capacity to supply 
the Maximum Demand of Firm Load, the deficiency in capacity shall be aljo. 
cated to Supported Firm Load in the ratio that the Maximum Demand of such 
load bears to the Maximum Demand of Firm Load at that time. The Gon. 
tractor shall make available to the United States (unless requested not to do 
so), and the United States shall pay for at the rate provided in Article 13(b), 
capacity necessary to supply the deficiency so allocated to Supported Firm 
Load as such deficiency may occur from time to time, so as to enable the 
United States to serve a Supported Firm Load up to (but not to exceed a Firm 
Load of) 300,000 kilowatts or such increased Project Dependable Capacity ag 
may be agreed upon pursuant to Article 14 (a) or (b). 

(b) If in any month the energy available from Project Plants (exclusive of 
the energy required for Project Pumping Load) is less than the energy required 
for Firm Load, such deficiency in energy shall be allocated to Supported Firm 
Load in the ratio that the Maximum Demand of such load bears to the Maximum 
Demand of Firm Load in that month. The Contractor shall sell and deliver 
(unless requested not to do so), and the United States shall take and pay for 
at the rate provided in Article 13(c), energy up to the amount necessary to 
supply the deficiency so allocated to Supported Firm Load: Provided, That: 

(1) The accumulated total of all energy sold by the Contractor hereunder 
from the effective date of this contract shall not at any time exceed the 
corresponding accumulated total of energy sold to the Contractor hereunder; 

(2) Such energy shall be delivered to the United States to support Firm 
Load having a Maximum Demand not exceeding the Project Dependable 
Capacity then in effect, plus the capacity made available to the United States 
pursuant to subdivision (a) of this Article; 

(3) Sueh energy shall be supplied only to serve loads of the United States 
and its Customers, located anywhere within the service area of the Con- 
tractor, of the following classes: 

(a) Preference Customers and Federal agencies which (1) have had 
monthly maximum demands of 500 kilowatts or more each for three con- 
secutive months in the twelve months immediately preceding the date on 
which the Contractor commences to supply such energy, or are expected 
to have such demands during the ensuing twelve months, and (2) are 
located and use such energy outside the corporate boundaries of munic- 
ipalities wherein the Contractor serves at retail ; 

(b) Construction Contractors and the United States itself for any 
Bureau of Reclamation project or part thereof: Provided, That such 
energy shall be supplied for such use only outside the corporate boundaries 
of municipalities to loads where the monthly maximum demands for three 
consecutive months during the twelve months immediately preceding the 
date on which the Contractor commences to supply such energy have been, 
or during the ensuing twelve months are expected to be, 100 kilowatts or 
more each, except as otherwise agreed upon in writing; 

(4) Sueh energy shall be provided only in sufficient amount (a) to bring 
the total energy available to serve Supported Firm Load in any month up 
to 550 kilowatt-hours per kilowatt of the Maximum Demand of such load in 
that month and (b) to bring the total energy available to serve any individ- 
ual load in any calendar year up to 6,500 kilowatt-hours per kilowatt of 
Maximum Demand in that year. 


PAYMENTS FOR ELECTRIC POWER AND ENERGY 


13. (a) The Contractor shall pay each month for the power and energy sold 
to it hereunder at monthly rates and charges, and upon conditions as follows: 
(1) Demand Charge: $0.75 per kilowatt of Contract Dependable Capacity; 

$0.25 per kilowatt of Nondependable Capacity, 

(2) Energy Charge: First 130 kilowatt hours per kilowatt of Contract 
Dependable Capacity at 4 mills per kilowatt-hour; next 130 kilowatt-hours 
per kilowatt of Contract Dependable Capacity, and first 260 kilowatt-hours 
per kilowatt of Nondependable Capacity sold to the Contractor hereunder, 
at 3 mills per kilowatt-hour; balance of all energy at 2 mills per kilowatt- 
hour. 
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(3) Discount : The total bill as computed at the above rates shall be sub- 
ject to a discount of five per cent (5%) for deliveries made at 44 kilovolts 


her. 

ay ae United States shall pay each month at the rate of $1.875 per kilowatt 
for the maximum capacity furnished to it pursuant to Article 12(a) in that 
month or the eleven months immediately preceding such month. ; 

(c) The United States shall pay each month for energy sold to it hereunder 
at a rate equal to 1.15 times the average price per kilowatt-hour paid by the 
Contractor to the United States under subdivisions (a) (2) and (a) (3) of this 
Article from the effective date of this contract to the end of the month preceding 
the month in which such sale to the United States was made. 

(a) If the United States shall hereafter modify the rates and charges for 
power sold to its customers, the rates and charges provided for in subdivision 
(a) of this Article may be correspondingly modified upon sixty (60) days’ ad- 
vance notice to the Contractor. Upon written notice given by the Contractor to 
the United States within such sixty (60) day period, this contract shall termi- 
nate three (3) years after the date of such notice. If the Contractor elects to 
terminate this contract, such modified rates and charges shall not become 
effective. Ea 

(e) If the United States shall modify its rates and charges to the Contractor, 
as provided in subdivision (d) of this Article, and the Contractor accepts such 
modified rates and charges, the Contractor may modify proportionally the charge 
provided for in subdivision (c) of this Article upon sixty (60) days’ advance 
notice to the United States. Upon written notice given by the United States to 
the Contractor within such sixty (60) day period, this contract shall terminate 
three (3) years after the date of such notice. If the United States elects to 
terminate this contract such modified rates and charges shall not become 

tive. 

on If and whenever the delivery of power and energy hereunder shall be 
interrupted or curtailed for a period or periods each of one hour or longer in 
duration because of conditions on the electric system of the delivering party 
(except for any outage agreed upon in advance by the parties), or the capacity 
to be paid for hereunder is increased or decreased, the capacity and the amount 
of energy, if any, which the receiving party is obligated to pay for during the 
month in which such changes occur shall be adjusted as follows: 

(1) For each total interruption such capacity shall be reduced by an 
amount equal to such capacity times the ratio of the number of minutes of 
the duration of the interruption to the number of minutes in the month. 

(2) The amount of each curtailment shall be applied to reduce Nonde- 
pendable Capacity purchased by the Contractor, and the remainder, if any, 
to reduce dependable capacity. The amount of curtailment so applied to 
each kind of capacity shall be multiplied by the ratio that the number of 
minutes of such curtailment bears to the total number of minutes in the 
month and the results deducted from the respective capacities. 

(3) If, on any day other than the first day of a calendar month, this con- 
tract becomines operative or is terminated or a change of capacity hereunder 
becomes effective, the amount of capacity to be used in computing charges 
for any month in which such a change occurs shall be the average daily 
amount effective during that month. If Firm Load is changed by connect- 
ing or disconnecting any load on any day other than the first day of a calen- 
dar month, the Maximum Demand of such load used in determining the 
Maximum Demand of Firm Load for that month shall be reduced in the 
ratio of the davs it was connected to days in the month. 

(4) The energy which the Contractor would otherwise be obligated to 
take or pay for during any month shall, because of any interruptions, cur- 
tiiments or changes in available capacity occurring in the month, be ad- 
justed in the same ratio as the capacities are adjusted or, in the case of an 
agreed upon outage, in the ratio the capacities would have been adjusted 
had the outage not been agreed upon. 

(g) Each party shall submit a statement to the other on or before the 15th 
day of each month of electric service furnished hereunder during the preceding 
month, Any payments due hereunder shall be made within fifteen (15) days 
after receipt of such statement. 


59220—_60——20 
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REDETERMINATION OF PROJECT DEPENDABLE CAPACITY 


14. (a) At the request of either party made not more often than once a year, 
Project Dependable Capacity shall be reviewed and, if necessary, shall be rede. 
termined by representatives of the parties. Any such redetermined Project 
Dependable Capacity shall become effective three (3) years from the date of 
such request, or at such other time as the parties may agree upon. 

(b) At the request of either party made approximately six (6) months before 
the date on which Folsom reservoir is scheduled to be ready for operation, 
Project Dependable Capacity, as affected by operation of Folsom reservoir and 
each generating unit installed in Folsom and Nimbus plants, shall be rede 
termined by representatives of the parties. Such redetermined Project De. 
pendable Capacity shall become effective in successive steps as such reservoir 
and each such generating unit commence operation or as the parties may other. 
Wise agree upon, 

(ec) If at any time because of low head, inadequate water supply or for any 
reason Other than those mentioned in Articles 22 and 23, the capacity actually 
available from Project Plants for Firm Load and for sale to the Contractor, 
accompanied by energy as prescribed in Article 10(c), is less than the Project 
Dependable Capacity then in effect, such lesser capacity shall be the Project 
Dependable Capacity for the month in which it occurs and thereafter until a 
redetermination is made in accordance with subdivision (a) or (b) of this 
Article and a new Project Dependable Capacity becomes effective pursuant to 
such redetermination. 

STORED ENERGY 


15. The delivery of energy which the Contractor is obligated to purchase 
under Article 10 in any month, in excess of that generated by water released 
from Project reservoirs to meet Project requirements other than power gen- 
eration, shall be deferred, with the consent of the Contracting Officer, as re 
quested by the Contractor and such energy shall be considered as stored for 
the account of the Contractor in the form of water in Project reservoirs. 
Energy so added to storage in any month shall be treated and paid for as if 
it hod been delivered in that month and all actual deliveries shall be adjusted 
accordingly. The Contractor shall have the right to withdraw such stored 
energy, without further payment, at any time by appropriate scheduling of 
operation of Project Plants within the safe operating limits of Project facili- 
ties, as determined by the Contracting Officer. If it becomes necessary due to 
flood control or other mandatory requirements, as determined by the Contracting 
Officer, to release water from such reservoirs, the Contracting Officer shall 
give reasonable notice thereof and thereafter may release such water with or 
without generating energy therefrom, and the energy so stored for the account 
of the Contractor shall be reduced by the amount of energy so generated, or 
which could have been generated by such released water if facilities had been 
available therefor at the time of such release. The deliveries of energy pro- 
vided for in this contract may be altered by mutual agreement of the parties. 


ADJUSTMENT FOR LOSSES 


All amounts of capacity, power, and energy stated in this contract are 
sdinites for losses in transmission to the 220,000-volt bus at Tracy Switchyard. 
All amounts of capacity, power, and energy measured or determined to be ayail- 
able elsewhere sha'l for all purposes of this contract be adjusted for losses to 
or from Tracy Switehyard in amounts t% be agreed upon by the parties, except as 
provided in Article 17(b) : Provided, That all power and energy delivered by the 
Contractor rursuant to Contract No. 175r—2650 shall be adjusted for losses as 
therein provided. 

DELIVERIES OF ELECTRIC POWER AND ENERGY 


17. Power and energy to be furnished under this contract (except that de 
livered to the United States and its Customers pursuant to Contract No. 175r- 
2650) shall be delivered as three-phase, alternating current, at a nominal fre 
queney of sixty (60) evcles per second, at points of interconnection of the sys- 
tems of the parties and at nominal delivery voltages as follows: 

(a) At Tracy Switchyard, at a nominal voltage of 220,000; 

(b) At such ether points of interconnection and voltages, and with such 
allowonece (if any) for transmission losses, as the parties may agree upon 
in writing. 
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VOLTAGE AND: POWER FACTOR 


18. (a) The power to be delivered by the United States under this contract 
and Contract No. 175r—2650 at Tracy Switchyard shall be delivered at voltages 
ranging from 209,000 to 231,000 as the Contractor shall request from time to 


mb) The United States shall deliver such power with accompanying lagging 
reactive kilovolt-amperes, by utilizing as necessary all available facilities in- 
duding the Tracy pumping plant motors, as the Contractor shall request from 
time to time, ranging from zero to an amount not to exceed the amounts tabu- 
lated below or the amount the United States is obligated to deliver as computed 
under Article 12(b) of Contract No. 175r—2650, whichever amount is the greater: 


i 
| . : 
For delivery voltages at Tracy Switchyard Reactive kilovolt- 
Cod ee ae A ee __| ampere delivery to 
. Tae fi | econtractor’s system 





From— | Through— | at Tracy Switch- 
| yard 
! 
ie lanahitien — SN ITTTST TRE EN ENCE eS oo 
Beds DS nauts-twget-< abeninans <iahanids Bide tibieatsciis 0 
Bearers 7-* | 295,000 ant AAPA ee Cpe eed | 25, 000 
‘000... PTO MO! 22k occ ele | 50, 000 
eRe tank 25115 5, gathniGaphltes oboies | 216,000--...-.- cabbodbhantssnbbonsbensbal 60, 000 
209,000...0----------------------------- 2} 


Sees a - teal cotcktbihinribenscbbatned 70, 000 


Provided, That (1) nothing in this contract shall be construed as altering the 
obligation of the United States to deliver reactive kilovolt-amperes to the Con- 
tractor as computed under Article 12(b) of Contract No. 175r—2650; (2) neither 
party shall be obligated to accept magnetizing reactive kilovolt-amperes from 
the system of the other party; (3) the Contractor shall not be obligated to de- 
liver magnetizing reactive kilovolt-amperes to the system of the United States; 
and (4) delivery shall be made at other voltages and with other reactive flow 
upon request of the Contractor if the United States, in the judgment of the 
Contracting Officer, will not be prevented from making full use of its available 
generating and transmission facilities or from meeting other obligations. 


STANDBY SERVICE 


19. (a) The Contractor shall deliver to the United States at the points of in- 
terconnection provided for in Article 17 such power and energy as the Contractor 
has available above its own requirements, including the requirements under this 
contract, as determined by the Contractor, for loads of the United States or its 
Customers being served from Project facilities, in the event of the inability of 
the United States to meet such load requirements by reason of failure or reduc- 
tion of generation at Project Plants or failure of Project transmission facilities. 

(b) The United States shall deliver to the Contractor at the points of inter- 
connection provided for in Article 17 such power and energy as the United States 
has available above its own requirements, including the requirements under this 
contract, as determined by the Contracting Officer, in the event of inability of 
the Contractor to meet its load requirements by reason of the failure or reduction 
of generation at its power plants or failure of its transmission facilities. 

(c) The deliveries provided for in this Article shall be made only during out- 
ages or reductions due to the failure of facilities and not due to inadequacy of 
water for power generation. 

(d) Energy furnished pursuant to this Article shall be returned to the sup- 
plying party kilowatt-hour for kilowatt-hour at the earliest practicable time in 
accordance with schedules to be agreed upon between the Contractor and the 
Contracting Officer. There shall be no payment or accounting for capacity 
furnished pursuant to this Article. 


MEASUREMENT OF ELECTRIC POWER AND ENERGY 


20. (a) The United States shall provide and maintain metering equipment of 
a recording or other appropriate type to measure the power and energy and re- 
active kilovolt-amperes furnished to or received from the Contractor at the 
points of interconnection and at the nominal delivery voltages provided for in 
Article 17 and such other metering equipment as may be required to carry out 
the provisions of this contract. The United States shall read all meters on the 
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last day of each billing period and at such other times as may be required to 
carry out the provisions of this contract and submit a copy of all readings to the 
Contractor for its records, The United States shall service and maintain re 
cording charts on all recording meters, and shall make such charts available to 
the Contractor upon request. 

(b) The meters shall be sealed and the seals shall be broken only upon ocga. 
sions when the meters are to be inspected, tested, or adjusted, and representa- 
tives of the Contractor shall be afforded reasonable opportunity to be present 
upon such occasions. The meters shall be tested at least once each year and at 
any reasonable time upon request therefor of either party. Any metering equip- 
ment found to be defective or inaccurate shall be repaired and readjusted or 
replaced. Should any meter fail to register, the power and energy delivered 
hereunder during such period of failure to register, shall, for billing purposes, 
be estimated from the best information available. 

(c) If any of the meter tests provided for herein discloses that the error 
of any meter or meters exceeds two per cent (2%), correction based upon the 
inaccuracy found shall be made of the records of electric service furnished since 
the beginning of the monthly billing period immediately preceding the billing 
period during which the test was made: Provided, That no correction shall be 
made for a longer period than such inaccuracy may be determined by the parties 
to have existed. Any correction in billing resulting from such correction in 
meter records shall be made in the next monthly bill rendered, and such corree. 
tion when made shall constitute full adjustment of any claim between the 
parties arising out of such inaccuracy of meters. 


EXCHANGE OF OPERATING INFORMATION 


21. (a) The parties shall exchange information with respect to matters per- 
taining to operations under this contract, including but not limited to (1) sched. 
uling of available energy from Project Plants; (2) determination of amounts of 
power and energy delivered and to be delivered hereunder; (3) releases of water 
from Project reservoirs; and (4) operation of hydroelectric plants on the 
Contractor’s system which will affect such releases. 

(b) The United States shall inform the Contractor in writing at least an- 
nually of the estimated requirements for the ensuing four year period of exist- 
ing or anticipated loads of the United States and its Customers. Such notice 
shall specify whether such loads are to be served from Project Dependable 
Capacity or from Nondependable Capacity. The United States shall give the 
Contractor at least one year’s advance notice of transfer of any load, other than 
Project Pumping Load, between Nondependable Capacity and Project Depend- 
able Capacity, except as otherwise agreed upon. 

(c) On or about the first days of April and October of each year the Contract- 
ing Officer shall furnish the Contractor with a statement of operating limita- 
tions which will apply to Project Plants for the ensuing six (6) months’ period. 
Such limitations may be revised from time to time upon reasonable notice. 


UNCONTROLLABLE FORCES 


22. Neither party shall be considered to be in default in respect to any obliga- 
tion hereunder, if prevented from fulfilling such obligation by reason of an un- 
controllable force. For the purpose of this contract the term “uncontrollable 
force’ means any cause beyond the confrol of the party affected, including, but 
not limited to, failure of facilities, flood, earthquake, storm, lightning, fire, 
epidemic, war, riot, civil disturbance, labor disturbance, sabotage, and restraint 
by court or public authority, which by exercise of due diligence and foresight 
such party could not reasonably have been expected to avoid. Wither party 
rendered unable to fulfill any obligation by reason of an uncontrollable force 
shall exercise due diligence to remove such inability with all reasonable dispatch. 


CONTINUITY OF ELECTRIC SERVICE 


23. The delivery of power and energy hereunder, unless otherwise specified 
in this contract, shall be made continuously except for (1) interruptions or re 
ductions due to uncontrollable forces, as defined in Article 22; (2) interruption 
or reductions due to operation of devices installed for power system protection; 
and (3) temporary interruptions or reductions, which, in the opinion of the de- 
livering party, are necessary or desirable for the purposes of maintenance, re 
pairs, replacements, installation of equipment, or investigation and inspection. 
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The delivering party, except in case of emergency as determined by it, will give 
the receiving party reasonable advance notice of such temporary interruptions 
or reductions and will remove the cause thereof with diligence. 


FACILITIES 


24. (a) The United States, at its own expense, shall provide, operate and 
maintain such equipment as is necessary to enable it to perform its obligations 
hereunder, including, but not limited to, facilities for communication and for 
the control, transformation, regulation and transmission, of the power and energy 
delivered or received by it hereunder. 

(b) The Contractor, at its own expense, shall provide, operate and maintain 
such equipment as is necessary to enable it to perform its obligations hereunder, 
including, but not limited to, facilities for communication and for the control, 
transformation, regulation and transmission, of the power and energy received or 
delivered by it hereunder, 


LICENSE TO THE UNITED STATES TO INSTALL AND OPERATE FACILITIES 


25. The Contractor, upon request from time to time by the Contracting Officer, 
will grant to the United States a license or licenses to construct, install, operate, 
maintain, replace or repair, upon the property of the Contractor such facilities 
as in the opinion of the Contractor are necessary or desirable for the purposes 
of this contract. The license or licenses so granted shall be in form and of legal 
sufficiency acceptable to the Contracting Officer, shall be and remain in effect 
during the term of this contract, and shall expire coincidently therewith. Any 
facilities so installed by the United States pursuant to said license or licenses 
shall be and remain the property of the United States notwithstanding that 
the same may have been affixed to the premises, and the United States shall have 
a reasonable time after the expiration of said license or licenses in which to 
remove its facilities so installed. 


LICENSE TO THE CONTRACTOR TO INSTALL AND OPERATE FACILITIES 


26. The United States hereby grants the Contractor a license to construct, 
install, operate, maintain, replace or repair, upon property of the United 
States under the administrative control and jurisdiction of the Bureau of 
Reclamation, such facilities as in the opinion of the Contracting Officer are 
necessary or desirable for the purposes of this contract. Said license shall 
remain in effect during the term of this contract and shall expire coincidently 
therewith. Any facilities so installed by the Contractor pursuant hereto shall 
be and remain the property of the Contractor, notwithstanding that the same 
may have been affixed to the premises, and the Contractor shall have a reasonable 
time after the expiration of said license in which to remove its facilities so 
installed. 

COOPERATION OF CONTRACTING PARTIES 


27. (a) If, in the maintenance of their respective electric systems or equip- 
ment and the utilization thereof for the purposes of this contract, it becomes 
necessary by reason of any emergency or extraordinary condition for either 
party to request the other to furnish personnel, materials, tools, and equipment 
for the accomplishment thereof, the party so requested shall cooperate with the 
other and render such assistance as the party so requested may determine to 
be available. The party making such request, upon receipt of properly itemized 
bills from the other party, shall reimburse the party rendering such assistance 
for all costs properly and reasonably incurred by it in such performance, in- 
cluding not to exceed ten per cent (10%) thereof for administrative and general 
expenses, such costs to be determined on the basis of current charges or rates 
used in its own operations by the party rendering assistance. 

(b) No laborer or mechanic, in the employ of the Contractor, doing any part of 
the work contemplated by this Article, shall be required or permitted to work 
more than eight hours in any one calendar day upon such work at the site 
thereof, except upon the condition that compensation is paid to such laborer or 
mechanic in accordance with the provisions of this Article. The wages of every 
laborer and mechanic employed by the Contractor in the performance of any 
part of the work contemplated by this Article shall be computed on a basic day 
rate. of eight hours per day and work in excess of eight hours per day shall be 











298 SALE AND TRANSMISSION OF POWER 


permitted only upon the condition that every such laborer and mechani¢ shay 
be compensated for all hours worked in excess of eight hours per day at not legs 
than one and one-half times the basic rate of pay, For each Violation of the 
requirements of this Article a penalty of five dollars shall be imposed upon the 
Contractor for each laborer or mechanic for every calendar day in which sych 
employee is required or permitted to labor more than eight hours upon sgaigq 
work without receiving compensation computed in accordance with this Article 
and all penalties thus imposed shall be withheld for the use and benefit of the 
United States: Provided, That this stipulation shall be subject in all respects to 
the exceptions and provisions of U.S. Code, Title 40, sections 321, 324, 325, 3259 
and 326 relating to hours of labor and to compensation for overtime. ’ 


PROVISIONS RELATIVE TO EMPLOYMENT 


28. (a) The Contractor shall not discriminate against any employee or appli- 
cant for employment because of race, creed, color, or national origin, and sha} 
require an identical provision to be included in all subcontractors: Provideg 
however, That this clause does not refer to, extend to or cover the business or 
activities of the Contractor which are not related to or involved in the per. 
formance of any part of the work contemplated by this contract. 

(b) In the performance of any part of the work contemplated by this contract, 
the Contractor shall not employ any person undergoing sentence of imprison. 
ment at hard labor. 

OFFICIALS NOT TO BENEFIT 


29. No Member of or Delegate to Congress or Resident Commissioner sha}] 
be admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 


COVENANT AGAINST CONTINGENT FEES 


80. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States 
the right to annul the contract or, in its discretion, to deduct from the contract 
price or consideration t:e amount of such commission, percentage, brokerage, or 
contingent fee. This warranty shall not apply to commissions payable by 
contractors upon contracts or sales secured or made through bona fide estab 
lished commercial or selling agencies maintained by the Contractor for the pur. 
pose of securing business. 


TRANSFER OF INTEREST IN CONTRACT BY THE CONTRACTOR 


31. No voluntary transfer of this contract or of the rights of the Contractor 
hereunder shall be made without the written approval of the Secretary of the 
Interior: Provided, That any successor to or assignee of the rights of the Con- 
tractor, whether by voluntary transfer, judicial sale, foreclosure sale, or other- 
wise, shall be subject to all the provisions and conditions of this contract to the 
same extent as though such successor or assignee were the original Contractor 
hereunder ; and, provided further, that the execution of a mortgage or trust deed, 
or judicial or foreclosure sales made thereunder, shall not be deemed voluntary 
transfers within the meaning of this Article. 


CONTINGENT UPON APPROPRIATIONS 


32. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress making the necessary appro 
priation for expenditures hereunder after such current year shall have expired. 
In case such appropriation as may be necessary to carry out this contract is not 
made, the Contractor hereby releases the United States from all liability due 
to the failure of Congress to make such appropriation. 


NOTICES 


33. Except as otherwise agreed upon by the parties, any notice, demand or 
request required or authorized by this contract shall be deemed properly given 
if mailed, postage prepaid, to the Contracting Officer at the address shown on 
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the signature page hereof, on behalf of the United States, and to the Vice- 
president and General Manager of the Contractor at the address shown on the 
signature page hereof, on behalf of the Contractor. The designation of the 
person to be notified or the address of such person may be changed at any time 
py similar notice. 

WAIVERS 


34. Any waiver at any time by either party of its rights with respect to a 
default or any other matter arising in connection with this contract shall not 
pe deemed to be a waiver with respect to any subsequent default or matter. 


CANCELLATION 
35. In the event— 

(a) the United States shall construct or contract to acquire a source or 
sources of power other than Project Plants, or transmission lines to a source 
or sources of power other than Project Plants, for connection with Project 
facilities, and this contract is not amended to accommodate the use of such 
power by mutual agreement of the parties within six (6) months after request 
therefor by either party made on or after the commencement of such con- 
struction or the date of such contract of acquisition, whichever is the 
earlier, or 

(b) the parties fail to agree to a redetermination of Project Dependable 
Capacity pursuant to Article 14 (a) or (b) within six (6) months after the 
date of request therefor, 

then either party may cancel this contract by giving three (3) years’ advance 
notice in writing to the other party not more than sixty (60) days after the 
expiration of any such six months’ period. 


PUBLIC UTILITIES COMMISSION 


36. Within thirty (30) days after execution of this contract, the Contractor 
shall file an application with the Public Utilities Commission of the State of Cali- 
fornia for an order authorizing the Contractor to carry out the terms hereof and 
shall prosecute such application and any proceedings thereon diligently. If such 
order is not issued and effective within nine (9) months after execution of this 
eontract, the contract shall thereupon become null and void. If such Commis- 
sion by subsequent order shall prevent the Contractor from carrying out any of 
the provisions of this contract the United States may, within sixty (60) days after 
the effective date of such order, terminate this contract by giving written notice 
not less than one year in advance thereof to the Contractor. It is understood 
that the Contractor, by entering into this contract, does not dedicate or intend to 
dedicate its facilities to the service provided for in this contract for the use of 
the United States or anyone else. 


TERM OF CONTRACT 


37. Subject to the provisions of Article 36, this contract shall become effective 
upon the effective date of the authorizing order contemplated by Article 36, and, 
except as otherwise provided herein, Shall terminate April 1, 1961. 


AGREEMENTS SUPERSEDED 


38. This contract shall supersede and cancel Contract No. 175r-—1595 and Con- 
tract No. 175r—1631 upon the effective date hereof: Provided, That any credit to 
the Contractor in the Exchange Energy Account provided for in Contract No. 
175r—-1631 shall on such date be transferred to the account of the Contractor under 
Article 15. 


IN WITNESS WHEREOF, the parties have caused this contract to be executed the 
day and year first above written. 
THE UNITED STATES OF AMERICA, 
By RicHArp L. BoKE, 
Regional Director, Region 2, Bureau of Reclamation. 
PACIFIC GAS AND ELEcTRIC COMPANY, 


By J. B. BuLack, President. 
Attest : 


[CORPORATE SEAL] 
RAyMonvd Kinpie, Secretary. 
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Unrrep STaTes DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRaL 
VALLEY PROJECT, CALIFORNIA 


(Amendment No. 1 to 175r-3428) 


AMENDMENT To Conrract WITH Pacific GAS AND ELECTRIC COMPANY For THE 
SALE AND INTERCHANGE OF ELECTRIC POWER AND ENERGY 


1. THIS CONTRACT AMENDMENT, made this 15th day of October 1952, between 
THE UNITED Srares or AMERICA, hereinafter called the United States, acting 
pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act of 
Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 
approved August 4, 1989 (53 Stat. 1187), and acts amendatory thereof or supple. 
mentary thereto, and Pacrric Gas AND Exectric Co., a corporation organ. 
ized and existing under and by virtue of the laws of the State of California, 
hereinafter called the Contractor. 

WITNESSETH : 

2. Whereas the United States and the Contractor have entered into a contract 
(No. 175r-8428), dated October 3, 1951, hereinafter called the Sales Contract, 
providing, among other things, for the delivery of electric power and energy 
between the parties at Tracy Switchyard and at such other points of intercon. 
nection as the parties may agree upon; and 

3. Whereas the United States and the Contractor have entered into a contract 
(No. 175r—2650), dated April 2, 1951, whereby the Contractor agreed under 
certain conditions to accept delivery of power and energy from the United States 
into the electric system of the Contractor at Tracy Switchyard and in return to 
deliver power and energy to, or for the account of, the United States; and 

4. Whereas the United States and the Contractor desire to interconnect their 
electric systems at an additional point, to wit, the Shasta Substation of the 
Contractor, in order to secure parallel operation of their transmission lines; 

5. Now, therefore, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

6. Article 13 (f) of the Sales Contract is hereby amended by adding thereto 
subparagraph (5) as follows: 

“So long as the transmission systems of the parties are interconnected at 
Shasta Substation and Tracy Switchyard, an outage (not agreed upon in advance 
by the parties) of transmission facilities of the United States connecting Shasta 
and Keswick powerplants to Tracy Switchyard shall be deemed to have caused 
an interruption or curtailment of the delivery of power and energy by the United 
States hereunder to the extent that transmission of all the power and energy 
(including reserves) of both parties required as determined by the Contractor to 
be transmitted from Shasta Substation cannot be effected over available lines of 
both parties during such outage: Provided, That the amount of such interruption 
or curtailment shall not exceed that which would have occurred had there been 
no such interconnection at Shasta Substation.” 

7. Article 16 of the Sales Contract is hereby deleted and in lieu thereof there is 
inserted the following: 

“ADJUSTMENT FOR LOSSES 


“16. (a) All amount of capacity, power and energy stated in this contract are 
adjusted for losses in transmission to the 220,000 volt bus at Tracy Switchyard 
over Project lines or for an equivalent distance over the Contractor’s lines. All 
amounts of capacity, power and energy measured or determined to be available 
elsewhere shall for all purposes of this contract be adjusted for losses to or from 
Tracy Switchyard except as otherwise agreed upon by the parties: Provided, 
That all power and energy delivered by the Contractor pursuant to Contract No. 
175r—2650 shall be adjusted for losses as therein provided. 

“(b) The adjustment for losses provided for in subparagraph (a) of this 
Article, with respect to all amounts of energy delivered hereunder by the United 
States at Shasta Substation, shall be a reduction of 414 percent and, with respect 
to capacity furnished hereunder by the United States measured or determined 
at the main generator terminals of the Shasta and Keswick power plants, shall 
be a reduction of 9 percent.” 

8. Article 17 of the Sales Contract is hereby deleted and in lieu thereof there 
is inserted the following: 
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“DELIVERIES OF ELECTRIC POWER AND ENERGY 


“17. (a) Power and energy furnished under this contract shall be three-phase, 
alternating current, at a nominal frequency of sixty (60) cycles per second, and 
(except the power and energy furnished to or for the account of the United States 
pursuant to Contract No. 175r—2650) shall be delivered at points of interconnec- 
tion of the systems of the parties and at nominal delivery voltages as follows: 

“(1) At Tracy Switchyard, at a nominal voltage of 220,000; 

“(2) At Shasta Substation, at a nominal voltage of 220,000; and 

“(3) At such other points of interconnection and voltages as the parties 
may agree upon in writing. 

“(b) The interconnections provided for herein shall be accomplished in a 
manner to be agreed upon by the parties in writing.” 

9, Article 18 of the Sales Contract is deleted and in lieu thereof the following 
is inserted : 

VOLTAGE AND POWER FACTORS 


“18. (a) The United States shall operate and utilize all facilities and devices 
which are sources of reactive megavolt-amperes (megavars) in its system, in- 
cluding the Tracy pumping plant motors, up to the maximum safe capability 
thereof as determined by the Contracting Officer, in accordance with requests of 
the Contractor for reactive support and voltage control. 

“(b) The obligation of the United States with respect to voltage, power factor, 
or reactive supply for the transmission systems of the parties and the Shasta 
and Keswick powerplants shall be deemed satisfied so long as the United States 
shall generate at the request of the Contractor during the Contractor’s Peak 
Load Period not less than 140 megavars, as measured at the generator terminals. 
When and as other Project Plants become operative, the United States shall 
deliver megavars in an amount to be agreed upon in writing by the parties. 

“(¢) So long as (1) the transmission systems of the parties are interconnected 
at Shasta Substation and Tracy Switchyard, and (2) the megavars available 
from the Tracy synchronous condenser and pumping plant motors equal or 
exceed the megavar requirements of the United States and its Customers, the 
obligation of the United States under Article 12 (b) of Contract No. 175r—2650 
to deliver to the Contractor at Tracy Switchyard megavars equivalent in amount 
to that delivered by the Contractor thereunder to or for the account of the 
United States shall be deemed to have been satisfied. 

“If the megavar requirements of the United States and its Customers exceed 
the megavar capacity of the Tracy synchronous condenser and pumping plant 
motors, the megavar requirements specified in subparagraph (b) of this Article 
may at the Contractor's option be increased by all or part of such excess; pro- 
vided, that when megavar generating equipment is added to the electric system 
of the United States, the value of such capacity for use in supplying the megavar 
requirements of the United States and its Customers shall be that agreed upon 
by the parties.” 

10. Article 20 (a) of the Sales Contract is hereby amended by striking from 
the third line thereof the words “and reactive kilovolt amperes” and by inserting 
after the words “Article 17” the words “except as otherwise agreed upon by the 
parties.” 

11. In all other respects, the Sales Contract shall remain in full foree and 
effect. 

12. No member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract if 
made with a corporation or company for its general benefit. 

18. The Contractor warrants that it has not employed any person to solicit or 
secure this contract upon any agreement for a commission, percentage, brokerage, 
or contingent fee. Breach of this waranty shall give the United States the right 
to annul the contract or, in its discretion, to deduct from the contract price or 
consideration the amount of such commission, percentage, brokerage, or con- 
tingent fee. This warranty shall not apply to commissions payable by contrac- 
tors upon contracts or sales secured or made through bona-fide established 
commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 

14. Where the operations of this contract extend beyond the current fiscal year, 
the contract is made contingent upon Congress making the necessary appropria- 
tion for expenditures hereunder after such current year shall have expired. In 
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case such appropriation as may be necessary to carry out this contract is not 
made, the Contractor hereby releases the United States from all liability due to 
the failure of Congress to make such appropriation. 

15. This contract amendment shall, upon the effective date of the order of the 
Public Utilities Commission of the State of California authorizing the Contraetoy 
to carry out the terms hereof, become effective as of 12: 01 a..m., October 9, 1959 
and shall not be retroactive. , 

IN WITNESS WHEREOF, the parties have caused this contract amendment to be 
executed on the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By [s] Rrcewarp L. Boxer, 
Regional Director, P. O. Box 2511, Sacramento 11, California, 
Pactric GAs AND ELEctTRIC COMPANY, 
By [s] L. Harotp ANDERSON, 
Vice President and Asst. General Manager, 
245 Market Street, San Francisco, 
Attest: 
[CORPORATE SEAL AFFIXED] [s] Raymonp Kinpie, Secretary, 


UNITED STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Amendment No. 2 to Contract No. 175r—3428) 


AMENDMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC COMPANY FOR THE 
SALE AND INTERCHANGE OF ELECTRIC POWER AND ENERGY 


1. THIS CONTRACT AMENDMENT, made this Ist day of July 1954, between Tus 
UNITED STATES OF AMERICA, hereinafter called the United States, acting pursuant 
to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act of Congress 
approved August 26, 1937 (50 Stat. 850), and the Act of Congress approved 
August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supplementary 
thereto, and Paciric GAS AND ELEcTRIC COMPANY, a corporation organized and 
existing under and by virtue of the laws of the State of California, hereinafter 
called the Contractor, 

WITNESSETH : 

2. Whereas the United States and the Contractor have entered into and sub- 
subsequently amended a contract (No. 175r—2650), dated April 2, 1951, and a 
contract (No. 175r-—8428), dated October 3, 1951, wherein the United States agreed 
to provide the megavars required for service thereunder to the United States and 
its Customers; and 

3. Whereas because of the increased loads of the United States and its Cus 
tomers, as of July 1, 1954, the United States will not have available the necessary 
megavars required pursuant to the above mentioned contracts ; 

4. Now, therefore, in consideration of the mutual convenants herein set forth, 
the parties agreed as follows: 

5. In consideration of the payments provided for in Article 6 hereof, the 
United States shall be deemed to have fully satisfied all its obligations under 
Article 18 (c) of Contract No. 175r—-3428 for the period July 1, 1954, through 
June 30, 1955. 

6. (a) The United States shall pay to the Contractor the sum of One Hundred 
Eight: Thousand Dollars ($108,000) during the period beginning July 1, 1954, 
and ending June 30, 1955, in twelve equal monthly payments. 

(b) Exeept for outages agreed upon by the Contractor, the United States 
shall pay to the Contractor each month the sum of Twenty Dollars ($20) for 
each hour or fraction thereof in any Contractor’s Peak Load Period during which 
the synchronous condenser of the United States presently installed at its Tracy 
Switchyard shall be out of service for one hour or longer in the preceding month. 

7. On the first day of the month after all the Tracy Pumping Plant motors 
have been tested and it has been determined to the satisfaction of the Contractor 
that one or more of them can furnish reactive power, the United States may 
make such power, or a portion thereof, available to the Contractor at the Tracy 
Switchyard. For the minimum number of megavars thereafter continuously 
made available to the Contractor through June 30, 1955, except for outages 
agreed upon by the Contractor or caused by failure of Tracy Pumping Plant 
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motors, the Contractor shall, on or before August 1, 1955, pay to the United 
States the sum of One Hundred Dollars ($100) per megavar times the number 
of months such reactive power was so made available. 

8. In all other respects Contract 175r—3428 as amended shall remain in full 
force and effect. 

9, This Amendment shall be effective for the period July 1, 1954, through 
June 30, 1955. 

10. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
nerefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

11. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, broker- 
age, or contingent fee. Breach of this warranty shall give the United States 
the right te annul the contract or, in its discretion, to deduct from the contract 
price or consideration the amount of such commission, percentage, brokerage, 
or contingent fee. This warranty shall not apply to commissions payable by 
contractors upon contract or sales secured or made through bona fide established 
commercial or selling agencies maintained by the Contractor for the purpose of 
securing business. 

[IN WITNESS WHEREOF, the parties have caused this contract amendment to be 
executed effective as of the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By /s/_ C. H. SPENCER, 
Regional Director, Region 2, Bureau of Reclamation, 
P. O. Bow 2511, Sacramento 11, California. 
Approved as to legal form and sufficiency. 
E. K. Davis, Attorney. 
PAcIFI¢c GAS AND ELECTRIC COMPANY, 
By /s/ lL. Haroip ANDERSON, 
Vice Pres. & Asst. Gen’l Mgr. 
245 Market Street, San Francisco 6, California. 
Attest : 
[CORPORATE SEAL] /s/ BB. E. MANHARD, Secretary. 


U.S. DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, CENTRAL VALLEY 
PROJECT, CALIFORNIA 


(Amendment No, 3 to 175r—3428) 


AMENDMENT TO CONTRACT WITH PACIFIC GAS AND ELECTRIC 
CO. FOR THE SALE AND INTERCHANGE OF ELECTRIC POWER AND 
ENERGY 

Article No. 

1. Preamble. 
2-5. Explanatory Recitals. 
6. Definitions. 
7. Electric Capacity and Energy To Be Supplied by the United States. 
8. Minor Changes Article 12. 
9. Billing Adjustments. 
10, Redetermination of Project Dependable Capacity. 
11. Adjustment for Losses. 
12. Deliveries of Electric Power and Energy. 
13. Reactive Megavolt-Amperes. 
14. Minor Changes Article 20. 
15. Minor Changes Article 35. 
16. Amendment No. 1 Cancelled. 
17. Except for Amendment No. 1, Sales Contract Remains in Effect. 
18. Officials Not To Benefit. 
19. Covenant Against Contingent Fees. 
20. Contingent Upon Appropriations. 
21. Provisions Relative to Employment. 
22. Effective Date of Contract. 


1, THIS CONTRACT AMENDMENT, made this 9th day of December, 1955, between 
THe Unirep States or AMERICA, hereinafter called the United States, acting 
pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), the Act 
of Congress approved August 26, 1937 (50 Stat. 850), and the Act of Congress 
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approved August 4, 1939 (53 Stat. 1187), and acts amendatory thereof or supple- 
mentary thereto, abu Pactrio GAs AND ELEcTRICO COMPANY, a Corporation or. 
ganized and existing vider and by virtue of the laws of the State of California 
hereinafter called the Contractor, : 

WITNESSETH : 

2. Wuereas the United States and the Contractor have entered into and syp. 
sequently amended a contract (175r-3428), dated October 3, 1951, hereinafter 
called the Sales Contract, providing for the sale and interchange of electri, 
power and energy ; and 

3. Wuereas Article 14 of the Sales Contract provides for a redetermination of 
Project Dependable Capacity when Folsom and Nimbus powerplants are ready 
for operation ; and 

4. WuereEas the parties desire to change various provisions of the Sales 
Contract : 

5. Now, THEREFORE, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

6. Article 9 of the Sales Contract is hereby amended by adding to said Article 
subdivision (0) as follows: 

(0) Reclamation Study.—United States Bureau of Reclamation Opera- 
tion Study No. 65—O, dated September 19, 1955, and entitled “Study to Deter- 
mine the Combined Project Dependable Capacity of Shasta, Keswick, 
Folsom, and Nimbus Powerplants under Contract No. 175r-3428.” 

and by deleting subdivisions (g) and (h) and inserting in lieu thereof the 
following: 

(zg) Project Load—The power and energy required for operation of 
Project facilities owned and controlled by the United States. 

(h) Project Dependable Capacity.—The lowest electric power capacity, 
estimated in accordance with the methods used in Reclamation Study, which 
(1) will be available in any month from Project Plants under the most 
adverse streamflow conditions of record (assumed to be 1930-1933 until 
more adverse conditions occur), in addition to the estimated capacity re 
quired for Project Load during the Contractor’s Peak Load Period, and (2) 
will be supported by energy made available for scheduling by the Con- 
tractor pursuant to Article 11(a) in the amounts of kilowatt-hours per 
kilowatt required by Article 10(c), in addition to the estimated energy 
required for Project Load. 

7. Article 10 of the Sales Contract is hereby deleted, and in lieu thereof there 
is inserted the following : 


ELECTRIC CAPACITY AND ENERGY TO BE SUPPLIED BY THE UNITED STATES 


10. (a) The United States shall furnish the capacity required for Project 
Load and shall make available for scheduling by the Contractor pursuant to 
Article 11(a) capacity in an amount not less than Project Dependable Capac 
ity. The United States shall make available to the Contractor, and the 
Contractor shall pay for, at the rate provided in Article 13(a), the Contract 
Dependable Capacity. 

(b) The United States shall make available to the Contractor all Non- 
Dependable Capacity which the United States does not require for service 
to federal agencies, including the Bureau of Reclamation, and Construction 
Contractors: Provided, That the United States may withdraw any part of 
such Non-Dependable Capacity for sale to Preference Customers upon three 
years’ advance notice in writing to the Contractor. The Contractor shall 
pay for, at the rate provided in Article 13(a), each kilowatt of Non- 
Dependable Capacity which together with the related amount of energy pre- 
scribed in this Article, is made available to it upon at least sixty days’ ad- 
vance notice and which continues to be available for not less than five suc 
cessive calendar months and until terminated by the United States upon 
at least sixty days’ advance notice to the Contractor, except as otherwise 
agreed upon. 

(c) For each kilowatt of Project Dependable Capacity the United States 
shall make available for release through Project Plants amounts of water 
which, under the methods and criteria specified and applied in Reclamation 
Study, would produce energy, in addition to Project Load, in amounts not 
less than the following: 
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(1) For that portion of Project Dependable Capacity required from 
each Project Plant each month, as determined by the Contracting Officer, 
the amount specified in Table One—A below for that month; Provided, 
That unless otherwise agreed upon, the amount specified in such table 
for any month shall be prorated so that an approximately equal number 
of kilowatt-hours shall be available each week in such month. 

(2) For capacity available January through June of each year, a 
total of 820 kilowatt-hours per kilowatt during such period ; for capacity 
available for only part of such period, the sum of the monthly amounts 
shown in column 1 of Table One—B below. 

(3) For capacity available July through December of each year, a 
total of 1960 kilowatt-hours per kilowatt during such period; for capac- 
ity available for only part of such period, the sum of the monthly 
amounts shown in column 2 of Table One—B below. 

The amount in any amount credited to maintain the totals set forth above 
in paragraphs (2) and (3) shall not exceed the amount shown for that 
month in Table Two in subdivision (f) of this Article, except as otherwise 
agreed upon. 


TABLE ONE—-A.—Ailowatt-hours Per Kilowatt 
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(d) For each kilowatt of Non-Dependable Capacity purchased by the 
Contractor the United States shall make water available for release as 
specified for each kilowatt of Project Dependable Capacity in subdivision 
(ce) of this Article. 

(e) Prior to the first day of each month, the Contracting Officer shall 
furnish the Contractor with a written statement of expected Project oper- 
ations for that month and the three suceeeding months. Such statement 
shall contain and be based on eurrent forecasts of water supply, water re- 
quirements and Project Load and shall be prepared in accordance with the 
methods and criteria specified and applied in Reclamation Study. The 
Contracting Officer shall make available for release through Project Plants 
the amounts of water shown in such statement to be available for such 
release unless such amounts are reyised on reasonable advance notice to 
the Contractor and such. reyision is required by reason of mandatory 
Project requirements or occurrences beyond the control of the United 
States. 

(f) In the event that the United States desires to furnish to the Con- 
tractor during any month energy produced at Project Plants, from water 
made available pursuant to subdivision (e) of this Article, in excess of the 
amounts specified in subdivisions (c) and (d) of this Article, the Con- 
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tractor shall receive such energy: Provided, That if, for each kilowatt of 
Project Dependable Capacity, and each kilowatt of Non-Dependable (Gg. 
pacity purchased by the Contractor, the number of kilowatt-hours ayaij. 
able from Project Plants exceeds the number shown for that month ip 
Table Two below, the Contractor shall be obligated to receive only so much 
of such excess kilowatt-hours as it can use in its system to reduce gep. 
eration of energy by steam or to reduce purchases of energy from others 
consistently with its contract obligations with others and without jp. 
pairing the safe operation of its system, all as determined by the Con. 
tractor. 
Taste Two.—Kilowatt-hours per kilowatt 


January 310 | July 

February 260 | August 

March 260 | September 
260 | October 
260 | November 
850 | December 


(g) Water shall not be released from either Shasta or Folsom reservoirs, 
except to meet mandatory Project requirements and to support Project De- 
pendable Capacity, at anytime when the amount of water in storage is less 
than the amount shown in Table Three below for the dated indicated: 
Provided, That storage temporarily may be drawn below the amounts shown 
in order to produce additional energy to the extent that a forecast based on 
precipitation, runoff, and snow survey data indicates water supply in excess 
of that which occurred in 1930. 


TABLE THREE 
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(h) If in any month the United States furnishes Non-Dependable Capacity 
to Customers, the United States shall make available in that month for re 
lease through Project Plants amounts of water which, under the methods 
and criteria specified and applied in Reclamation Study, would produce suf- 
ficient energy to supply, in addition to Project Load, not less than the re 
quirements of all Customers. 

(i) It is understood that the power and energy which the Contractor is 
obligated to receive under this Article shall be in addition to the power and 
energy which the Contractor is obligated to receive under Contract No. 175r- 
2650, subject to the provisions of Article 11. 

(j) The energy, if any, sold by the United States to the Contractor in any 
month shall be the total energy delivered in that month by the United 
States to the Contractor less (1) the energy required to be delivered in that 
month by the United States under Contract No. 175r-2650, and (2) the 
energy delivered in the same month by the Contractor to the United States. 
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The Contractor shall pay for such energy sold to it at the rates provided in 
Article 13(a). 

8. Article 12 of the Sales Contract is hereby amended by striking from subdi- 
yision (a) the words “be agreed upon” from the next to the last line, and in- 
serting in lieu thereof the words “become effective”; by striking “(a) or 
(b)” from the last line of said subdivision ; and by striking the words “Project 
Pumping Load” from line 2 of subdivision (b) and inserting in lieu thereof 
“Project Load.” 

9. Article 13 of the Sales Contract is hereby amended by adding subdivisions 
(f) (5) and (h) as follows: 

(5) So long as the transmission systems of the parties are interconnected 
at Cottonwood Substation and Tracy Switchyard, an outage (not agreed 
upon in advance by the parties) of transmission facilities of the United 
States connecting Shasta. and Keswick powerplants to Tracy Switchyard 
shall be deemed to have caused an interruption or curtailment of the de- 
livery of power and energy by the United States hereunder to the extent that 
transmission of all the power and energy (including reserves) of both parties 
required as determined by the Contractor to be transmitted from Cotton- 
wood Substation cannot be effected over available lines of both parties 
during such outage: Provided, That the amount of such interruption or cur- 
tailment shall not exceed that which would have occurred had there been 
no such interconnection at Cottonwood Substation. 

(h) If there is insufficient head at Project Plants or insufficient water for 
release to support the declaration of Non-Dependent Capacity and associated 
energy then in effect under Article 10, the Contractor shall receive a billing 
credit based on the amount of the reduction in Non-Dependable Capacity as 
follows: 

(1) If the block of Non-Dependable Capacity and associated energy 
representing the reduction has been available for less than five months, 
the billing credit shall be for the entire period for which payment has 
been made; 

(2) If the block of Non-Dependable Capacity and associated energy 
representing the reduction has been available for five (5) months or 
longer, and the United States fails to give the Contractor sixty days’ 
advance notice of such reduction, the billing credit shall be for the two- 
month period immediately preceding the month in which the reduction 
occurred: Provided, That if the United States shall give less than sixty 
days’ but not less than thirty days’ advance notice of the reduction, the 
billing credit shall be limited to the one month immediately preceding 
the month in which the reduction occurred. 

10. Article 14 of the Sales Contract is hereby deleted, and in lieu thereof there 
is inserted the following : 


REDETERMINATION OF PROJECT DEPENDABLE CAPACITY 





14. (a) Project Dependable Capacity shall be 300,000 kilowatts unless and 
until increased as provided in this Article. 

(b) Project Dependable Capacity shall be 450,000 kilowatts effective on 
the first day of the month after the respective dates on which storage in 
Shasta and Folsom reservoirs has reached in the same year the capacities of 
4,493,000 acre-feet and 1,000,000 acre-feet, respectively. 

(c) If in any year storage in Shasta and Folsom reservoirs has not pre- 
viously reached the capacities specified in subdivision (b) of this Article, 
then a lesser amount of Project Dependable Capacity shall become effective 
on the first day of the month following the time when storage in Folsom 
Reservoir has reached the capacity of 1,000,000 acre-feet and the maximum 
storage in that year at Shasta Reservoir has been reached, as determined 
and declared by the Contracting Officer. Such lesser Project Dependable 
Capacity shall be determined in accordance with Table Four below, and shall 
continue in effect until increased pursuant to subdivisions (b), (ce), (d), or 
(e), or decreased pursuant to subdivisions (e) or (f), of this Article. 
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TABLE Four 
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In the event that storage in Folsom Reservoir does not reach 1,000,000 
acre-feet or the storage in Shasta Reservoir does not reach 4,114,000 acre- 
feet in 1956, the United States shall, by not later than August 1 of that year 
prepare a new operation study based on the maximum storages reached 
and the methods and criteria specified and applied in Reclamation Study. 
The Project Dependable Capacity shall thereupon be redetermined by repre- 
sentatives of the parties. Such redetermined Project Dependable Capacity 
shall be effective the first day of the month after maximum storage has 
been reached in both Folsom and Shasta reservoirs. The same procedure 
shall be followed each year after 1956, if the maximum storage in Folsom 
and Shasta reservoirs, respectively, increases over previous years, until 
such time as storage in Folsom Reservoir reaches 1,000,000 acre-feet and 
storage in Shasta Reservoir reaches 4,114,000 acre-feet in the same year, 

(d) If in any year a new Project Dependable Capacity has been deter- 
mined pursuant to subdivision (c) of this Article, and thereafter in that 
year storage in Shasta and Folsom reservoirs on August 1 exceeds 3,741,000 
and 721,000 acre-feet, respectively, the Project Dependable Capacity shali 
thereupon be 450,000 kilowatts. 

(e) At the request of either party made not more often than once a year, 
Project Dependable Capacity shall be reviewed and, if necessary, shall be 
redetermined by representatives of the parties. Any such redetermined 
Project Dependable Capacity shall become effective three years from the 
date of such request, or at such other time as the parties may agree upon. 

(f) If at any time because of low head, inadequate water supply or for 
any reason other than those mentioned in Articles 22 and 23, the capacity 
actually available from Project Plants for Firm Load and for sale to the 
Contractor, accompanied by energy as prescribed in Article 10(c), is less 
than the Project Dependable Capacity then in effect, such lesser capacity 
shall be the Project Dependable Capacity for the month in which it occurs 
and thereafter until a redetermination is made in accordance with this 
Article and a new Project Dependable Capacity becomes effective pursuant 
to such redetermination. 

11. Article 16 of the Sales Contract is hereby deleted, and in lieu thereof 


there is inserted the following: 


ADJUSTMENT FOR LOSSES 


16. (a) All amounts of capacity and energy stated in this contract are 
determined on the basis of availability and delivery of such capacity and 
energy by the United States at the 230,000-volt bus at Tracy Switchyard. 
All amounts of capacity and energy measured or determined to be available 
elsewhere shall for all purposes of this contract be adjusted for transmission 
losses to or from Tracy Switchyard as hereafter provided or as otherwise 
agreed upon by the parties: Provided, That all capacity and energy delivered 
by the Contractor pursuant to Contract No. 175r-2650 shall be adjusted for 
losses as therein provided. 

(b) Capacity made available by the United States shall be measured or 
determined at the generator terminals of Project Plants and shall be reduced 
for transmission losses determined as if there were no interconnection at 
Cottonwood Substation and all capacity, so reduced, were being delivered 
at Tracy Switchyard, in accordance with the table marked “Exhibit A” 
attached hereto and made a part hereof. 
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(ec) After completion of the new metering system referred to in sub- 
division (d) of this Article, all energy flowing from the power system of 





t the United States to the Contractor measured or determined at Cottonwood 
ple Substation shall be reduced by 4 percent to cover incremental transmis- 
y, sion losses on the Contractor’s power system as if such energy had actually 
00 peen delivered to Tracy Switchyard, and all energy flowing from the power 
00 system of the Contractor to the United States measured or determined at 
00 Cottonwood Substation shall be reduced by 4 percent to cover incremental 
100 transmission losses on the power system of the United States for delivery 
0) of such energy to Tracy Switchyard. j ‘ 
1) (d) Prior to the completion of a new metering system at Cottonwood 
0) Substation to measure the flow of energy between the systems of the parties, 
0 all Project energy measured or determined at Cottonwood Substation 
100 shall be reduced by 414 percent, all energy from Folsom and Nimbus power- 
100 plants shall be measured or determined at the generator terminals thereof 
and shall be reduced by 4 percent, and all energy furnished to the Sacra- 
100 mento Municipal Utility District directly from the transmission system of 
re- the United States shall be reduced by 11 percent. 
ar, (e) For billing purposes only, the demand of Sacramento Municipal 
ed Utility District which is used in computing the Maximum Demand of Firm 
ly. Load and which is served directly from the facilities of the United States 
e shall be reduced by 2 percent for transmission losses determined as if there 
ity were no interconnection at Cottonwood Substation. 
as (f) Other loss adjustments shall be made by the parties from time to 
ire time, as required. 
ma 12. Article 17 of the Sales Contract is hereby deleted, and in lieu thereof 
7 there is inserted the following: 
a DELIVERIES OF ELECTRIC POWER AND ENERGY 
lat 17. (a) Power and energy furnishing under this contract shall be three- 
0) phase, alternating current, at a nominal frequency of sixty (60) cycles 
all per second, and (except the power and energy furnished to or for the ac- 
count of the United States pursuant to Contract No. I75r—2650) shall be 
ar, delivered at points of interconnection of the systems of the parties and at 
be nominal delivery voltages as follows: 
ed (1) At Tracy Switchyard, at a nominal voltage of 230,000; 
= (2) At Cottonwood Substation, at a nominal voltage of 230,000; 
; and 
for (3) At such other points of interconnection and voltages as the par- 
ity ties may agree upon in writing. 
a (b) The interconnections provided for herein shall be accomplished in 
ity a manner agreed up by the parties in writing. : [ 
- 13. Article 18 of the Sales Contract is hereby deleted, and in lieu thereof 
his there is inserted the following: 
int 
REACTIVE MEGAVOLT-AMPERES 
eof 18. (a) The United States, when delivering megawatts to the Con- 
tractor, shall have available for delivery, and at the Contractor’s request 
shall deliver, accompanying reactive megavolt-amperes (megavars) based 
on voltage levels on the 230 kv buses at the Cottonwood Substation and 
re Tracy Switchyard, up to the maximum amounts shown on the table marked 
nd “Exhibit B” attached hereto and made a part hereof: Provided, That the 
rd. United States shall not be obligated to have available such maximum 
ble amounts if they are in excess of the megavars required to deliver megawatts 
on at 95 percent power factor unless such amount (as so determined) is less 
ise than the reserve megavar capacity shown as in minimum for the voltage 
-ed levels in such table: And provided further, That the United States shall 
for have available for delivery to the Contractor a reserve megavar capacity of 
not less than the minimum amounts shown on said table. If the megavar 
or requirements of Customers served under Contract No. I75r—2650 exceed the 
ed megavars as determined above, then the United States shall have available 
at for delivery to the Contractor megavars in ar amount equal to that delivered 
red by the Contractor thereunder. 
A” 59220—60 21 
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(b) The availability of megavar capacity required under subdivision (a) 
of this Article shall be determined when Project Plants are producing 
the megawatts required for the sum of (1) Project Load, (2) Project De 
pendable Capacity, and (3) Non-Dependable Capacity then being paid for by 
the Contractor and that furnished to Customers. Megavar capacity of the 
United States shall be determined when all the Contractor’s 230-kiloyojt 
transmission lines terminating at Cottonwood Substation and Tracy Switep. 
yard are in service and when all Project facilities then available for Service 
are operated up to the maximum safe capability thereof as determined by the 
Contracting Officer and shall be based on net megawatt and net megayar 
deliveries between the 230-kilovolt systems of the parties at Cottonwood Sub- 
station and Tracy Switchyard. The United States shall provide and maip. 
tain necessary facilities to measure such net megawatt and megavar deliy. 
eries and the voltage levels on the 230-kilovolt buses at Cottonwood Substg. 
tion and Tracy Switchyard. 

(c) During agreed-upon outages the megavar requirements of this Article 
may be reduced as agreed upon by the parties. 

(d) Neither party shall be obligated to accept megavars from the system 
of the other party. 

(e) The Contractor shall not be obligated to deliver megavars to the 
system of the United States except pursuant to Article 19. 

(f) In addition to complying with the reactive obligations set forth jp 
subdivision (a) of this Article, the United States shall operate and utilize 
Project Plants, as provided in Reclamation Study, and all other facilities 
and devices which are sources of megavars in its system, up to the maximum 
safe capability thereof as determined by the Contracting Officer, in acecord- 
ance with requests of the Contractor made at any time for reactive sup. 
port and voltage control: Provided, That the United States shall not be 
obligated to operate the Tracy Pumping Plant motors for reactive support 
unless the Contracting Officer determines that such motors are available 
for such purpose. 

14. Article 20 of the Sales Contract is hereby amended by striking from the 
title the word “POWER” and substituting the word “CAPACITY”; by striking 
lines one, two, and three of subdivision (a) and inserting in lieu thereof the 
following “The United States shall provide and maintain revenue metering 
equipment consisting of three element kilowatt-hour meters to measure all 
energy”: and by striking from line nine of subdivision (b) the word “power” 
and substituting the word “capacity.” 

15. Article 35(b) of the Sales Contract is hereby amended by striking the 
words “Article 14 (a) or (b)” and substituting the words “Article 14 (¢) 
or (e).” 

16. Amendment No. 1 to the Sales Contract is hereby canceled. 

17. In all other respects the Sales Contract shall remain in full force and 
effect. 

18. No Member of or Delegate to Congress or Resident Commissioner shall be 
admitted to any share or part of this contract or to any benefit that may arise 
herefrom, but this restriction shall not be construed to extend to this contract 
if made with a corporation or company for its general benefit. 

19. The Contractor warrants that it has not employed any person to solicit 
or secure this contract upon any agreement for a commission, percentage, 
brokerage, or contingent fee. Breach of this warranty shall give the United 
States the right to annul the contract or, in its discretion, to deduct from the 
contract price or consideration the amount of such commission, percentage, 
brokerage, or contingent fee. This warranty shall not apply to commissions 
payable by contractors upon contracts or sales secured or made through bona 
fide established commercial or selling agencies maintained by the Contractor 
for the purpose of securing business. 

20. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress’ making the necessary 
appropriation for expenditures hereunder after such current year shall have 
expired. In case such appropriation as may be necessary to carry out this 
contract is not made, the Contractor hereby releases the United States from 
all liability due to the failure of Congress to make such appropriation. 

21. In connection with the performance of work under this contract, the 
Contractor agrees not to discriminate against any employee or applicant for 
employment because of race, religion, color, or national origin. The aforesaid 
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rovision shall include, but not be limited to, the following : employment, up- 

ading, demotion, or transfer; recruitment or recruitment advertising ; layoff 
or termination ; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to post hereafter in 
conspicuous places, available for employees and applicants for employment, 
notices to be provided by the Contracting Officer setting forth the provisions of 
the nondiscrimination clause. ; : ae , 

The Contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 

22, This Contract Amendment shall be effective on and after January 1, 1956. 

IN WITNESS WHEREOF, the parties have caused this Amendment to the 
Sales Contract to be executed on the day and year first above written, 

THE UNITED STATES OF AMERICA, 
By C. H. SPENCER, 
Regional Director, Region 2, Bureau of Reclamation. 
PacIFIc GAS AND ELEcTRIC COMPANY, 
By N. R. SUTHERLAND, 
President and General Manager. 
Attest : 
[CORPORATE SEAL] 


E. E. Manwarp, Secretary. 
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Uxirep STATES DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, 
CENTRAL VALLEY PROJECT, CALIFORNIA 


(Amendment No. 4 to I75r—3428) 


AMENDMENT TO CoNnTRACT WitH Paciric GAS AND ELEcTRIC COMPANY FOR THE 
SALE AND INTERCHANGE OF ELECTRIC POWER AND ENERGY 


1. THIS CONTRACT AMENDMENT, made this 29th day of September, 1959, be- 
tween THE Unirep States or America, hereinafter called the United States, 
acting pursuant to the Act of Congress approved June 17, 1902 (32 Stat. 388), 
the Act of Congress approved August 26, 1937 (50 Stat. 850), and the Act of 
Congress approved August 4, 1939 (53 Stat. 1187), and acts amendatory there- 
of or supplementary thereto, and Pactric Gas AND ELEcTRIc COMPANY, a cor- 
poration organized and existing under and by virtue of the laws of the State 
of California, hereinafter called the Contractor, 

WITNESSETH : 

9, WHEREAS the United States and the Contractor have entered into and sub- 
sequently amended a contract (I75r—3428), dated October 3, 1951, providing 
for the sale and interchange of electric power and energy, which contract, as 
so amended, is hereinafter called the Sales Contract ; and 

8. WuerEAS the parties desire to change various provisions of the Sales Con- 
tract and to extend the term thereof for a period of ten years: 

4. Now, THEREFORE, in consideration of the mutual covenants herein set forth, 
the parties agree as follows: 

5. Article 9 of the Sales Contract is hereby amended by deleting subdivision 
(h) and inserting in lieu thereof: 

(h) Project Dependable Capacity.—The lowest electric power capacity 
estimated in accordance with the methods used in Reclamation Study which 
(1) will be available from Project Plants in any month during the most 
adverse period of streamflow conditions of record (as set forth and ap- 
plied in Reclamation Study), in addition to the estimated capacity required 
from Project Plants for Project Load during the Contractor’s Peak Load 
Period, and (2) will be supported by energy made available for scheduling 
by the Contractor pursuant to Article 11(a) in the amounts of kilowatt- 
hours per kilowatt required by Article 10(e), in addition to the estimated 
energy required from Project Plants for Project Load and for delivery pur- 
suant to Article 10(g). Project Dependable Capacity shall be 450,000 kilo- 
watts unless and until changed as provided in Article 14. 

6. Article 10 of the Sales Contract is hereby amended by deleting subdivision 
(b) and inserting in lieu thereof: 

(b) The United States may make Nondependable Capacity available for 
service to federal agencies, including the Bureau of Reclamation, Construc- 
tion Contractors, and, upon three years’ advance notice in writing to the 
Contractor, for service to Preference Customers which maintain and operate 
generating equipment capable of replacing such capacity: Provided, That 
such service shall be immediately discontinued if for any reason such Non- 
dependable Capacity is not available: And provided further, That such serv- 
ice may be resumed as soon thereafter as such Nondependable Capacity be- 
comes available. 

(c) The United States, for the purpose of supplying Supported Firm Load, 
may, in lieu of purchasing capacity pursuant to Article 12(a), upon sixty 
days’ advance notice to the Contractor, make available Nondependable 
Capacity which otherwise would qualify for sale to the Contractor pursuant 
to subdivision (d) of this Article. 

(d) The United States shall make available to the Contractor all Non- 
dependable Capacity which has not been made available pursuant to sub- 
division (b) or (c) of this Article. The Contractor shall pay for, at the rate 
provided in Article 13(a), each kilowatt of Nondependable Capacity which, 
together with the related amount of energy prescribed in this Article, is made 
available to it upon at least sixty days’ advance notice and which continues 
to be available for not less than five successive calendar months and until 
terminated by the United States upon at least sixty days’ advance notice 
to the contractor, except as otherwise agreed upon. 

by deleting the first six lines of subdivision (c) and inserting in lieu thereof: 

(e) For each kilowatt of Project Dependable Capacity the United States 

shall make available for release through Project Plants amounts of water 
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which, under the methods and criteria specified and applied in Reclamation 
Study, would produce energy, in addition to the energy required from Project 
Plants for Project Load and for delivery pursuant to subdivision (g) of 
this Article, in amounts not less than the following: 

by deleting the last two lines of subdivision (c) and inserting in lieu thereof: 
division (i) of this Article, except as otherwise agreed upon. 

by deleting subdivision (d) and inserting in lieu thereof: 

(f) For each kilowatt of Nondependable Capacity purchased by the Cop. 
tractor pursuant to Article 10(d), or made available to supply Supported 
Firm Load pursuant to Article 10(c), the United States shall make water 
available for release as specified for each kilowatt of Project Dependabje 
Capacity in subdivision (e) of this Article. 

by inserting a new subdivision (g) as follows: 

(g) The United States shall deliver to the Contractor at any time during 
each calendar year energy generated by Project Plants in an amount equal 
to that delivered by the Contractor pursuant to Article 12(b) during that 
year. 

by redesignating subdivision (e) as (h) ; 
by deleting the first five lines of subdivision (f) and inserting in lieu thereof: 

(i) In the event that the United States desires to furnish to the Contractor 
during any month energy produced at Project Plants, from water made 
available pursuant to subdivision (h) of this Article, in excess of the 
amounts specified in subdivisions (e) and (f) 

by redesignating subdivision (g) as (j); by deleting subdivision (h) ang 
inserting in lieu thereof: 

(k) If in any month the United States furnishes Non-Dependable Capacity 
to Customers pursuant to Article 10(b), the United States shall make 
available in that month for release through Project Plants amounts of water 
which, under the methods and criteria specified and applied in Reclamation 
Study, would produce sufficient energy to supply, in addition to Project Load 
in that month and energy delivered to the Contractor pursuant to subdi- 
vision (g) of this Article, not less than the requirements of all Customers, 

by redesignating subdivision (i) as (1); and by deleting subdivision (j) and 
inserting in lieu thereof: 

(m) The energy, if any, sold by the United States to the Contractor in 
any month shall be the total energy delivered in that month by the United 
States to the Contractor (excluding that delivered pursuant to subdivision 
(g) of this Article) less (1) the energy required to be delivered in that 
month by the United States under Contract No. I75r—2650, and (2) the energy 
delivered in the same month by the Contractor to the United States (excluding 
that delivered pursuant to Article 12(b)). The Contractor shall pay for 
such energy sold to it at the rates provided in Article 13(a). 

7. Article 11 of the Sales Contract is hereby amended by deleting the last line 
of subdivision (c) and inserting in lieu thereof: 

Article 12 (b) and (c). 

and by inserting a new subdivision (d) as follows: 

(d) In order to provide the greatest amounts of power and energy to 
meet the load requirements of the area, including requirements of irrigation 
pumping, existing Project pumping plants shall be operated to the maximum 
practicable extent outside the Contractor’s Peak Load Period, and future 
Project pumping plants and appurtenant works shall be constructed to 
enable such operation to the maximum extent considered economically 
feasible by the United States. 

8. Article 12 of the Sales Contract is hereby amended by deleting subdivision 
(a) and inserting in lieu thereof: 

(a) If Project Dependable Capacity is reduced pursuant to Article 14 and 
the United States at any time does not have sufficient Project Dependable 
Capacity, and does not make Nondependable Capacity available pursuant to 
Article 10(c), to supply the Maximum Demand of Firm Load, the deficiency 
in capacity shall be allocated to Supported Firm Load in the ratio that the 
Maximum Demand of such load bears to the Maximum Demand of Firm 
Load at that time. The Contractor shall make available to the United 
States, and the United States shall pay for at the rate provided in Article 
13(b), capacity necessary to supply the deficiency so allocated to Sup 
ported Firm Load as such deficiency may occur from time to time, so as to 
enable the United States to serve a Supported Firm Load up to (but not to 


by 


by 


sen 
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tion exceed a Firm Load of) 450,000 kilowatts or such increased Project. De- 
ject pendable Capacity as may become effective pursuant to Article 14; Provided, 
) of That the Contractor shall not be obligated to make available capacity to 
meet such of the deficiency as is attributable to a reduction in Project De- 
f: pendable Capacity (down to but not below 450,000 kilowatts) occurring 
: by reason of an increase in Project Load over that used to determine such 
increased Project Dependable Capacity. 
Con- | py inserting a new subdivision (b) as follows: ald 
rted (b) In lieu of supplying the load requirements of existing or future 
‘ater Project pumping plants in any month from energy generated by Project 
lable Plants in that month, the Contracting Officer may, on reasonable advance 


notice, request the Contractor to supply the requirements of specified Proj- 
ect pumping plants or units thereof outside the Contractor’s Peak Load 


ri Period. The Contractor shall deliver to the United States, from sources 
oat other than Project Plants, energy in an amount sufficient to meet such 
that requirements in that month. 


by deleting the first seven lines of subdivision (b) and inserting in lieu thereof: 
(c) If in any month the energy available from Project Plants (exclusive 


eof: of the energy required for Project Load in that month and energy required 
actor to be delivered to the Contractor pursuant to Article 10(g)) is less than the 
nade energy required for Firm Load, such deficiency in energy shall be allocated 
the to Supported Firm Load in the ratio that the Maximum Demand of such 
| load bears to the Maximum Demand of Firm Load in that month. The 
and Contractor shall sell and deliver, and the United States shall take 
and by inserting a new subdivision (d) as follows: 
acity (d) (1) In the event the demand of any Customer supplied under Con- 
make tract 175r—2650 for the account of the 1 nited States, but not jointly supplied 
vater by the United States and the Contractor prior to the effective date of this 
ation Amendment No. 4, exceeds the maximum rate of delivery specified in the 
Load contract between the United States and such Customer, the l nited States 
ubdi- shall, within the limits provided in subdivision (c) (4) of this Article, serve 
mers such Customer at a rate up to but not exceeding said maximum rate of 
and delivery at the Customer’s load factor during each billing period, and the 
Contractor, if such Customer so elects, shall supply all its additional re- 
or in quirements, but at not less. than its load factor during each billing period, 
‘nited under such terms and conditions as may be agreed upon by the Contractor 
vision and such Customer. — aes : 
- that (2) Metering facilities installed by either party shall be made available 
nergy to the other to measure deliveries of power and energy to any Customer 
uding served by both parties pursuant to this Article. Whenever the metering 
y for facilities of one party are available to the other to measure deliveries of 
power and energy to a Customer from which said other party is then receiv- 
t line ing revenue, the party owning such facilities shall receive from the other 


a monthly rental charge equal to %,th of the annual costs of amortizing, 
operating, and maintaining such metering facilities. 
9. Article 13 of the Sales Contract is hereby amended by deleting the last 


gy to sentence of subdivision (e) and inserting in lieu thereof : 

vation If the United States elects to terminate this contract, the modified rates 

imum and charges provided for in this subdivision and in subdivision (d) above 

Puture shall not become effective. 

ed to and by deleting the first six lines of subdivision (h) and inserting in lieu thereof: 

‘ically (h) If there is insufficient head at Project Plants or insufficient water for 
release to support the declaration of Nondependable Capacity and associated 

vision energy then in effect under Article 10(d), or if such Nondependable Capacity 
is reduced in order to supply Supported Firm Load under Article 10(c), the 

4 and Contractor shall receive a billing credit based on the amount of the reduction 

rdable in Nondependable Capacity as follows: 

ant to 10, Article 14 of the Sales Contract is hereby deleted and in lieu thereof there 

ciency is inserted : 

at the REDETERMINATION OF PROJECT DEPENDABLE CAPACITY 

ae 14. (a) At the request of either party made not more often than once a 

Article year, Project Dependable Capacity shall be reviewed and, if necessary, shall 

Sup be redetermined by representatives of the parties. Any such redetermined 

ae Project Dependable Capacity shall become effective three years from the 

aot date of such request, or at such other time as the parties may agree upon: 


Provided, That if such redetermined Project Dependable Capacity includes 
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the capacity of any new plant or unit thereof, such Project Dependable 
Capacity shall, unless otherwise agreed upon, become effective three years 
from the date of such request or on the date such new plant or unit thereo¢ 
commences operation consistent with such redetermination, whichever ig 
later: And provided further, That such recognition shall be given in ay 
redetermination of Project Dependable Capacity as will properly reflect 
interim operating conditions or delays in contemplated construction which 
result in less than full attainment of the redetermined Project Dependabje 
Capacity. 

(b) It is recognized by the parties that the methods and criteria set forth 
in Reclamation Study were developed primarily to determine the combined 
dependable capacities of the Shasta, Keswick, Folsom and Nimbus power 
plants of the Project, and that application of such methods and criterig 
may or may not be appropriate to determine a Project Dependable Capacity 
which may become effective after April 1, 1971. Therefore, it is under. 
stood and agreed that the use of such methods and criteria during the term 
hereof shall not prejudice in any way the right of either party to require the 
use of different methods and criteria in any operation study made to deter. 
mine any Project Dependable Capacity which may become effective after 
April 1, 1971, as a result of any extension of this contract or any new cop. 
tract between the parties extending beyond April 1, 1971. 

(c) If at any time because of low head, inadequate water supply or for 
any reason other than those mentioned in Articles 22 and 23, the capacity 
actually available from Project Plants for Firm Load and for sale to the 
Contractor, accompanied by energy as prescribed in Article 10(e), is less 
than the Project Dependable Capacity then in effect, such lesser capacity 
shall he the Project Dependable Capacity for the month in which it oceurs 
and thereafter until a redetermination is made in accordance with sub- 
division (a) of this Article and a new Project Dependable Capacity becomes 
effective pursuant to such redetermination. 

11. Article 17 of the Sales Contract is hereby amended by inserting a new 
subdivision (b) as follows: 

(b) At the option of the Contracting Officer, on 30 days written notice to 
the Contractor the United States may discontinue the interconnecion at 
Cottonwood Substation. 

and by redesignating subdivision (b) as (c). 

12. Article 35 of the Sales Contract is hereby amended by deleting the phrase 
“Article 14(c) or (e)” and inserting in lieu thereof : 

Article 14(a) 

and by deleting the phrase “six (60) days” and inserting in lieu thereof: 

180 days 

18. Article 37 of the Sales Contract is hereby amended by deleting the phrase 
“shall terminate April 1, 1961” and inserting in lieu thereof: 

shall terminate April 1, 1971. 

14. In all other respects the Sales Contract shall remain in full force and 
effect. 

15. This Contract Amendment shall be effective on and after June 1, 1959. 

16. No Member of or Delegate to Congress or Resident Commissioner shall 
be admitted to any share or nart of this contract or to any benefit that may 
arise herefrom. but this restriction shall not be construed to extend to this 
contract if made with a corporation or company for its general benefit. 

17. The Contractor warrants that it has not employed any nerson to solicit 
or secure this contract unon any agreement for a commission, percentage, 
hrokerage. or contingent fee. Breach of this warranty shall give the United 
States the right to annul the contract or. in its discretion, to deduct from the 
contract price or consideration the amount of snch commission, percentage, 
brokerage. or contingent fee. This warranty shall not apply to commissions 
payable bv contractors upon contracts or sales secured or made through bona 
fide established commercial or selling agencies maintained by the Contractor for 
the nurnose of securing business. 

18. Where the operations of this contract extend beyond the current fiscal 
year, the contract is made contingent upon Congress’ making the necessary 
appropriation for expenditures hereunder after such current year shall have 


exp 
con 
liak 


Cor 
em] 
pro 
gra 
or | 
tra! 
in | 
not 
the 


con 
rav 


ble 
ars 


any 
lect 
‘ich 
ble 


rth 
ned 
ver 
ria 
‘ity 
ler. 
Tm 
the 
ter. 
‘ter 


for 
‘ity 
the 
eSg 
‘ity 
urs 
ub- 
nes 


lew 


» to 
at 


ase 


ase 


and 


rall 
nay 
his 


icit 
ge, 
ted 
the 
ge, 
ons 
ona 
for 


cal 
ary 
ave 


SALE AND TRANSMISSION OF POWER 319 


expired. In case such appropriation as may be necessary to carry out this 
contract is not made, the Contractor hereby releases the United States from all 
liability due to the failure of Congress to make such appropriation. 

19. In connection with the performance of work under this contract, the 
Contractor agrees not to discriminate against any employee or applicant for 
employment because of race, religion, color, or national origin. The aforesaid 
provision shall include, but not be limited to, the following: employment, up- 
grading, demotion, or transfer; recruitment or recruitment advertising; layoff 
or termination; rates of pay or other forms of compensation; and selection for 
training, including apprenticeship. The Contractor agrees to post hereafter 
in conspicuous places, available for employees and applicants for employment, 
notices to be provided by the Contracting Officer setting forth the provisions of 
the nondiscrimination clause. 

The Contractor further agrees to insert the foregoing provision in all sub- 
contracts hereunder, except subcontracts for standard commercial supplies or 
raw materials. 

IN WITNESS WHEREOF, the parties have caused this Contract Amendment to 
be executed on the day and year first above written. 

THE UNITED STATES OF AMERICA, 
By E. F. Suttivan, 
Acting Regional Director, Bureau of Reclamation, Region 2. 
PactFIc GAS AND ELEcTRIC COMPANY, 
By S. L. SIstey, 
Vice President and General Manager. 

Attest : 

[CORPORATE SEAL] 

E. E. MANnArRD, Secretary. 


APPENDIX C—STATEMENT OF PAULINE L. DAVIS, MEMBER, ASSEM- 
BLY, CALIFORNIA LEGISLATURE 
Marcu 26, 1960. 
Hon. Jonn Moss, 
Chairman, Subcommittee on Assigned Power and Land Problems, 
Room 5168, State Capitol, Sacramento, Calif. 

DEAR CONGRESSMAN Moss AND GENTLEMEN OF THE COMMITTEE: Due to my 
legislative schedule, I sincerely regret that I have been unable to appear before 
your subcommittee in person to make my position known on the subject of the 
proper distribution of power to preference customers. 

At the outset, may I commend you, as chairman, and the gentlemen of your 
committee for coming to Sacramento for the purpose of airing the real necessity 
of proper and adequate recognition that should be given by the Bureau of 
Reclamation relative to this subject matter. 

I personally feel that a number of California public agencies, such as, if I 
may cite, the city of Redding, the Plumas-Sierra Rural Electric Cooperative, 
Inc., Fortola, and the Public Utility District of Central Valley have been dis- 
criminated against by being erroneously informed by the Bureau of Reclamation 
that no power was available to them. 

It is quite evident to me and, I am sure, to my constituents that the Bureau 
of Reclamation is in violation of the legal preference of these agencies. In view 
of the fact that there is no way to identify the electrons flowing through the 
transmission lines, it is, of course, obvious that the greater amount of power 
is transmitted to the Pacific Gas & Electric Cu. and, in turn, resold to public 
agencies. My concern is that since this is the case there is a tremendous differ- 
ence in the pricing of this electricity when it comes directly from the federally 
operated facility and then resold to public agencies. 

I am hopeful that your committee can correct the inequities that exist today 
and that in the future precautions will be taken to prevent a recurrence of the 
very situation you are now investigating. 

May I ask that my position on this matter be made part of your transcript. 

Sincerely, 
PAULINE L. Davis, 
Member of Assembly, 2d District, California State Legislature. 
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APPENDIX D—STATEMENT OF JAMES F. SORENSEN, SECRETARY, 
FRIANT WATER USERS ASSOCIATION, VISALIA, CALIF, 


This statement is presented on behalf of the Friant Water Users Association 
composed of 17 public districts located in the San Joaquin Valley. The areas 
within these districts comprise more than 600,000 acres of irrigated agriculture 
and the long-term contracts by which they receive water from the Centra} 
Valley project represents the greatest part of the irrigation water used on the 
Central Valley Project. 

We wish to emphasize that the Central Valley Project is a reclamation project 
and that the 1935 and 1937 congressional authorizations provided for “the gen. 
eration and sale of electric energy as a means of financially aiding and assisting 
such undertakings.” 

The people of California are currently planning projects to develop additiona} 
water supplies and particularly in 2 years as dry as 1959 and 1960, too much 
emphasis cannot be made on doing all within our power to further such planning, 

The interest of this association in the problems being heard before this com. 
mittee are manyfold and they include overall financial feasibility of the Centra] 
Valley Project, disposition of power generated by C.V.P. facilities which is sur. 
plus to the needs of the project, facilities used in distributing such surplus power, 
rate structure used in disposing of such surplus power, and assurance that policies 
followed in disposal of power will permit continued expanison of the Centra] 
Valley Project. 

With regard to the overall financial feasibility of the Central Valley Project, 
the most recent feasibility reports issued by the Bureau of Reclamation indicate 
that surplus funds available in the operation of the C.V.P. are considerably 
reduced with the addition of more units. It should be noted that these reports 
are based on repayments by irrigation users of all costs within their ability to 
pay. For power features, repayment must at least return costs allocated to 
power and to interest charges, as well as to assist other features. 

Use of rate structures which do not continually reflect the basic principle laid 
down in the authorizing legislation will obviously ultimately prevent the Central 
Valley Project from fulfilling its mission. 

Before any power can be sold to any preference agency, adequate power must 
be reserved to meet the requirements of the Central Valley Project. At the pres- 
ent time, any determination of power disposition must recognize the probability 
that the proposed San Luis Unit will be built and that large quantities of power 
will be required in its operation. In addition, further studies are underway with 
regard to the Sacramento Valley Canals and certain of these studies may indicate 
that additional power beyond that originally contemplated will be required to 
lift water into these canals. 

The Bureau of Reclamation is currently making intensive studies of the pro- 
posed Eastside Division of the Central Valley Project and this unit would require 
the pumping of large quantities of water from the Sacramento-San Joaquin 
Delta into conduits thereby requiring large amounts of power which have hereto- 
fore not been considered for Central Valley Project operation. 

Friant Water Users Association believes that additional water must be deyvel- 
oped for the Sacramento and San Joaquin Valleys as soon as possible and that 
adequate power supplies for full operation should be reserved for project uses 
before other demands are met. 

The members of the Friant Water Users Association, being public agencies, 
qualify as preference customers under the present legislation regarding disposal 
of power generated at government facilities. Several of these districts have 
requested contracts for electric power generated by Central Valley Project facil- 
ities but have been informed that there is no surplus power available for their 
use. Without transmission facilities, these districts probably would be required 
to enter into contracts providing for the wheeling of such power over existing 
utility lines. 

Faced with the almost certain knowledge that requirements for project pump- 
ing will ultimately require practically all of the power to be made available 
by project facilities, this Association doubts that it is financially feasible for 
the government to construct transmission facilities to serve additional prefer- 
ence customers for interim periods. 

In the event that transmission facilities should be constructed to distribute 
interim surplus government power, the matter of rate schedules is of primary 
importance. 
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In determining the feasibility of construction of government transmission 
facilities, it must be known whether the full “wheeling ’ charges will be available 
for repayment of the government transmission facility costs. No worsening of 
the present revenue situation should be permitted and the Federal Government 
should be assured that no reduction of net power revenues should result from 
any construction of transmission facilities or rebate policy. 

As the cost of building transmission facilities and additional power generation 
units increase, as they have done since the present rates were established in 
the pre-Shasta stage, rates for the sale of surplus energy should reflect these 
increases. It seems obvious that if the surplus funds in the Central Valley 
Project account are reduced by the addition of other features, that the matter 
of upward revision of the present rates becomes especially important. The 
possibility exists that the revenue from power sales would cease to assist the 
project. Certainly the members of the Friant Water Users Association strongly 
urge this Committee to do all in its power to see that the aims of the Central 
Valley Project as originally established by congressional legislation are carried 
out and that sale of electric power is a project benefit. 

It is especially important to note that if the power disposal policies of the 
Bureau of Reclamation are not revised that it will, apparently, become impossible 
to justify any further expansion of the Central Valley Project thus defeating 
the legislative intent of Congress at the time that the first Central Valley Project 
funds were appropriated. The districts in this Association feel strongly that any 
surplus power should be marketed to preference agencies by facilities and at 
rates established so as to return the commercial value of such surplus power. 

As citizens of the State of California, landowners of the Friant Water Users 
Association support full development of the States water and power resources 
and urge that the ground rules laid down by Congress be followed. 

Friant Water Users Association deeply appreciates the opportunity to present 
its views to this important Committee. 





APPENDIX E—OPINION OF THE ATTORNEY GENERAL OF THE UNITED 
STATES 


(41 Ops. Atty. Gen. No. 36) 
DISPOSITION OF SURPLUS POWER GENERATED AT CLARK Hitt RESERVOIR PROJECT 


The provision of section 5 of the Flood Control Act of 1944 (58 Stat. 887, 890, 16 
U. S. C. 825s) that in the sale of surplus power generated at certain Federal 
reservoir projects the Secretary of the Interior shall give preference to public 
bodies and cooperatives, must be construed to mean that if there are two com- 
peting offers to purchase such power, one by a preference customer and the other 
by a non-preference customer, and the former does not have at the time the 
physical means to take and distribute the power, the Secretary of the In- 
terior must contract with the preference customer on condition that within a 
reasonable time to be fixed by him, it will obtain the means for taking and 
distributing the power. 

If within such period the preference customer does not do so the Secretary 
is then authorized to contract with the non-preference customer, subject to 
the condition that should the preference customer subsequently obtain the 
means to take and distribute the power, the Secretary will be enabled to deal 
with the preference customer. 

Nor is the preference requirement satisfied by disposition of the power to a 
non-preference customer under an arrangement whereby it obligates itself to 
sell an equivalent amount of power to preference customers to be designated by 
the Secretary of the Interior. 


JULY 15, 1955. 
THE SECRETARY OF THE INTERIOR. 

My Dear Mr. Secretary: I have your letter of February 28, 1955, endorsing 
the request of the Under Secretary for my opinion as to the legality of a con- 
tract which your department, through the Southeastern Power Administrator, 
proposes to execute with the Georgia Power Company for the marketing of electric 
energy generated at the Clark Hill reseryoir project. I also have your de- 


partment’s letters of February 14, 15, March 4, and March 11, 1955, regarding 
this matter. 
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It appears that your question is whether the proposed contract is autho 
in view of the provisions of section 5 of the Flood Control Act of 1944 (58 
Stat. 887, 890, 16 U.S.C. 825s) for preference in the sale of power and energy 
to public bodies and cooperatives. My opinion is confined to this question, ]| 
have not considered either the wisdom or expediency of the contract as such 
which are matters solely for your decision. 5 

Section 5 of the Flood Control Act reads as follows: 

“Electric power and energy generated at reservoir projects under the control 
of the Department of the Army and in the opinion of the Secretary of the Army 
not required in the operation of such projects shall be delivered to the Secretary 
of the Interior, who shall transmit and dispose of such power and energy in such 
manner as to encourage the most widespread use thereof at the lowest possible 
rates to consumers consistent with sound business principles, the rate schedules 
to become effective upon confirmation and approval by the Federal Power Com. 
mission. Rate schedules shall be drawn having regard to the recovery (upon 
the basis of the application of such rate schedules to the capacity of the electric 
facilities of the projects) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment allocated to power 
over a reasonable period of years. Preference in the sale of such power and 
energy shall be given to public bodies and cooperatives. The Secretary of the 
Interior is authorized, from funds to be appropriated by the Congress, to construct 
or acquire, by purchase or other agreement, only such transmission lines and 
related facilities as may be necessary in order to make the power and energy 
generated at said projects available in wholesale quantities for sale on fair and 
reasonable terms and conditions to facilities owned by the Federal Government, 
public bodies, cooperatives, and privately owned companies. All moneys received 
from such sales shall be deposited in the Treasury of the United States as 
miscellaneous receipts.” [Italics added.] 

The Clark Hill project is one of those authorized by Congress in the Flood 
Control Act of 1944. See 58 Stat. 894. Located on the Savannah River approxi- 
mately 18 miles northwest of Augusta, Georgia, it is, as I understand it, a 
multiple-purpose project for flood control, stream regulation, navigation and 
power. Its power component, which began operations in 1953, has a capacity 
of 280,000 kilowatts. Of this, one-half has been allotted to the State of Georgia 
and is the subject of the proposed contract. The Georgia Power Company is a 
privately-owned public utility organized under the laws of Georgia; it is engaged 
in the business of selling electric power to the public and it owns and operates 
generating plants and transmission and distribution systems in Georgia. It 
further appears that there are in the area presently served by the Power Company 
in Georgia a number of municipalities owning electric distribution systems and 
electric membership corporations, which are public bodies and cooperatives 
within the meaning of the preference provision of section 5 of the Flood 
Control Act. 

It appears that none of the “preference customers” owns or controls trans- 
mission facilities connected with the Clark Hill project and that the Federal 
Government has no transmission facilities whereby it can transmit Clark Hill 
power to the preference customers. It is stated that the construction of such 
facilities by your department is dependent upon appropriations by the Congress 
which have thus far been denied. It is also said that the Power Company is 
presently serving all of the preference customers within its service area through 
its facilities, that such facilities are adequate to transmit power from Clark 
Hill to the preference customers, and that there exists no other medium within 
Georgia having electric facilities adequate to transmit power from Clark Hill 
to the ultimate consumers thereof in Georgia. Finally, you advised me that 
the energy is now being sold to the Power Company on a temporary basis. 

The proposed contract provides for the sale, at stated rates, of one-half of the 
Clark Hill power to the Power Company for a period of fifteen years subject to 
cancellation by either party upon three years’ notice. The Power Company in 
turn agrees to sell power, at stated rates, to preference customers to be desig- 
nated by the Southeastern Power Administration. I am advised that the addi- 
tional cost to the preference customers will be no more than that due to carrying, 
transforming, and delivering the energy. It is further provided that the Gov- 
ernment may withdraw a specified amount of power during any one year, upon 
six months’ notice, in the event that either the Government or the preference 
customers shall have constructed transmission facilities adequate to receive 
power without the utilization of the facilities of the Power Company and that 
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the entire amount may be withdrawn upon three years’ notice. The contract also 
contains a provision, as required by section 5 of the Flood Control Act, that the 
rates to be charged the Power Company, shall be subject to the approval of the 
Federal Power Commission. I note also that the contract recites that the sale of 
of the power to the Power Company satisfies the provisions of section 5 in that— 

“(a) public bodies and cooperatives will obtain all benefits of such available 

wer at whatever price and other advantages as may be provided under Sec- 
tion 5 of the Flood Control Act of 1944; (b) such public bodies and cooperatives 
may obtain any additional power required by them from the Company; (c) any 
power not used by said Preference Customers will be used to serve other cus- 
tomers of the Company, thereby providing for the sale of the entire available 
output of the Project ; and (d) there will be a widespread use of such available 
power by public bodies, cooperatives, and others at the lowest possible rates, con- 
sistent with sound business principles; * * *.” 

It also appears that if the above contract is executed it is the intention of 
your department to enter into a contract with the cooperatives whereby the 
Government will agree ‘“‘that it will cause to be delivered monthly to the Co- 
operative, in accordance with the terms and conditions of * * * [the contract] 
between the Government and the [Georgia] Power Company” a stated amount 
of electric energy. 

Iam given to understand that the Georgia Electric Membership Corporation, 
a cooperative organized under the Georgia Electric Membership Corporation Act 
(Georgia Code, § 34A-101, et seq.), and the members of which consist of local 
rural cooperatives, objects to the above arrangement for the disposition of the 
Clark Hill power and has submitted competing proposals which are pending 
before your department. It proposes to purchase all of the power involved “at 
the bus bar” at rates to be fixed by the Government and approved by the Federal 
Power Commission. One of its proposals contemplates that it would enter into 
an agreement with the Georgia Power Company for “wheeling” of the power to 
preference customers, or in the event the Power Company refused to wheel the 
power that it would apply to the proper regulatory body for an order requiring 
the Power Company to do so. Under its alternate proposal, it would sell the 
power to the Power Company or exchange it with the Company, and in return the 
Company would sell power to the member cooperatives. It describes these 
proposals as “firm and continuing offers to purchase all of the power and energy 
assigned to Georgia from the Clark Hill project,” and states that it is willing to 
negotiate with respect to any provisions of the proposals as to which there may 
be disagreement. The cooperative’s letter of February 8, 1955, asserts that some- 
what similar arrangements have been entered into by the Department of the 
Interior with respect to power generated at other dams. Specific reference is 
made to an agreement of November 17, 1953, between the Southwestern Power 
Administration and the Brazos Electric Power Cooperative, Inc., a Texas rural 
cooperative, for the sale to the cooperative of power generated at the Whitney 
Dam under an arrangement whereby the cooperative resells the power to the 
Texas Power & Light Company. You inform me, however, that in the instant case 
the Georgia Power Company refuses to enter into any such arrangement. For 
the purposes of this opinion it is assumed that the Georgia statute is sufficiently 
comprehensive to permit the Georgia Electric Membership Corporation to pro- 
ceed in this manner. 

In your department's letter of February 14, 1955, it is said that during the 
past four years the Georgia cooperatives “have made no progress toward secur- 
ing any finances, either by borrowing or by Federal appopriation, and are, there- 
fore, utterly unable to actually receive * * * [the] power or to pay for it,” 
and that an analysis made by the Rural Electrification Administration of the 
amount of the investment necessary by the Federal Government or the coopera- 
tives to enable the latter to receive the power without the intervention of the 
Georgia Power Company discloses that some 74 million dollars would be required. 
This, it is stated, would increase the cost of the power from 6.23 mills per kilowatt 
hour provided in the proposed contract with the Georgia Power Company to 10 
mills per kilowatt hour. And, in the letter of March 11, 1955, your department 
States the following: 

“* * * Georgia Electric Membership Corporation arguments are gr -“nded 
upon an assumption that it is equipped to buy, transmit and deliver power. 
Nothing could be further from fact. The Corporation is largely a paper corpora- 
tion. It does not own or control transmission facilities. It has no contracts to 
build such facilities. It is not financially able to construct transmission facili- 
ties required. In other words, the Corporation does not have the physical means 
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to take electric energy nor to deliver that energy to preference customers, If 
the corporation cannot deliver the energy, it cannot receive payment. If it can- 
not receive payment, it cannot pay the Government for the energy. Now, t 
can the Government contract to sell and deliver energy to the Corporation? 

“The Georgia Electric Membership Corporation’s current proposals have this 
ultimate objective in mind. The ownership and title to Federally produceg 
power must, from the instant of generation, pass into the Corporation’s hands, 
From that point on the Corporation will (1) deal with Georgia Power Compa 
to resell the power to it and the consumer co-ops will then buy firmed up or sup- 
plemental power from the Company; or (2) the GEMC will have to revert to jtg 
former position that the Government is obligated to transmit and deliver the 
power to the consumer co-ops, which means the Government must construct ex. 
tensive transmission lines. The Power Company has steadfastly refused to eon. 
sider number (1). The Congress has not appropriated money to accomplish 
oa). 

It is also said that the proposed contract “is as favorable to the cooperatives 
as any other arrangement would be” and from the standpoint of the preference 
customer “is the equivalent of the widely accepted wheeling contracts used by 
the Government and which are recognized as being in full accord with ‘prefer. 
ence’ laws.” It appears, however, that the cooperative does not agree. It alleges 
that there is a wide disparity in the economic benefits which would accrue to its 
members should the Power Company’s proposal be accepted rather than its own, 
Finally, your Solicitor’s memorandum, a copy of which was submitted with your 
department’s letter of February 14th, concludes that under the circumstances 
here present you are authorized, in your discretion, to contract for the sale of 
the power to the Georgia Power Company. 

The cooperative, in the memorandum submitted by its counsel to your depart- 
ment in support of its offer, makes the following argument (p. 28): 

It is the position of the G. E. M. C. that when it as a non-profit cooperative 
membership corporation organized under the laws of Georgia composed of 37 
rural electric cooperative members offers to purchase the power at the dam from 
the Government at the price fixed by the Government, the facts require the appli- 
cation by the Secretary of the Preference provision of Section 5 of the Flood 
Control Act of 1944. The transmission of the power would be G. E. M. G’s 
problem and not the Government's; however, it wishes the Secretary to be fully 
advised. It would undertake to work out an agreement with the Georgia Power 
Company. The G. E. M. C. does not believe and is not willing to anticipate that 
in the event its proposal to purchase the power is accepted the Georgia Power 
Company, which is a public utility exercising substantial rights, privileges and 
benefits given to it by the public, including the power of eminent domain, will so 
far disregard its corresponding obligations to the public as to refuse to carry 
the power to the preference customers over its transmission facilities for a rea- 
sonable compensation. In the event that the Power Company did refuse to 
wheel the power for a reasonable compensation, the G. E. M. C. would utilize the 
statutes adapted to meet that situation.” 

The statutes referred to are section 202 of Part II of the Federal Power Act 
(49 Stat. 803, 848, 16 U. S. C. 824a), dealing with interconnection of facilities of 
public utilities engaged in the interstate transmission and sale of electric 
energy (see Federal Power Commission v. Idaho Power Company, 344 U. 8. 
17), and section 93-307 of the Georgia Code of 1933. It is then said that “It is 
apparent that the proposal of G. E. M. C. contemplates that it must have a 
reasonable time to make arrangements for the transmission of the power if its 
proposal is accepted. What is a reasonable time depends upon all of the cir 
cumstances of the particular case. * * * The circumstances here are that the 
G. E. M. C. would need time to negotiate with the Power Company, who has 
the only transmission line to the load center, for a transmission agreement or, 
in the event the Power Company refuses to enter into such an agreement upon 
reasonable terms, would require time to obtain a ruling from the proper regula- 
tory body permitting use of such facilities upon the payment of adequate trans 
mission rates.” (Memo. 29-30) 

Citations are given to the preference requirements of other Federal power 
statutes containing “reasonable time” provisions, such as the Boulder Canyon 
Project Act (43 U. S. ©. 617d (c)), the Tennessee Valley Authority Act (16 
U. S. GC. 831k), and the Bonneville Project Act (16 U. S. C. 832c¢ (d)). For 
example, the last cited provisions are that in order “to preserve the * * * 
preferential status of * * * public bodies and cooperatives” with respect to the 
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tion of electric energy, they shall be afforded “reasonable time and op- 
unity to take any action necessary to authorize the issuance of bonds or to 
e other financing necessary to construct or acquire necessary and de- 
sirable electric distribution facilities * * *.” And, it will be noted that the 
Bonneville Project Act further protects the preferential status of public bodies 
and cooperatives by providing that an application of such an organization is 
not to be denied, or a competing application of a private corporation granted 
“gntil after a reasonable time, to be determined by the administrator [of the 
project], has been afforded such public body or cooperative to issue or market 
securities needed to enable it to sell and distribute the electric energy proposed 
to be purchased (16 U. S. C. 832¢ (c) ). (i. 

I note that in the memorandum of your Solicitor it is stated with reference 
to the cooperative’s intention “to secure an order from the Federal Power Com- 
mission or the Public Utility Commission of the State of Georgia, compelling 
the Georgia Power Company to carry this power” that an examination of the 
law leaves “considerable doubt” as to the jurisdiction of those agencies to enter 
such an order. However, the memorandum does not foreclose the possibility of 
suecessful legal action. Moreover, it is said that, apart from the legal ques- 
tion, it is apparent that it would be “a matter of months and possibly of years 
before such an order can be made effective and before any power will be actually 
transmitted by the Company to the nO 

The problem which confronts me is to ascertain the meaning which the 
Congress intended to give to the provision of section 5 of the Flood Control 
Act that “preference in the sale of * * * power and energy shall be given to 
public bodies and cooperatives.” As one of my predecessors has aptly observed : 
“In construing any statute the legislative intent, if it can be ascertained, must 
control; and in arriving at the legislative intent the entire statute, its form, 
its several parts, its purposes, its relation to other statutes, and the effect of 
construing it one way or another, must be considered.” 39 Op. A. G. 42, 44. 
[Applying these criteria to the case at hand, it is my opinion that section 5 
means that when the Secretary of the Interior has before him two competing 
offers to purchase power, one by a preference customer and the other by a non- 
preference customer, and the former does not have at the time the physical 
means to take and distribute the power, he must contract with the preference 
customer on condition that such customer will, within a reasonable time to be 
fixed by the Secretary, obtain the means for taking and delivering the power. 
If within the period fixed the preference customer does not do so, the Secretary 
is then free to contract with the non-preference customer. Such a contract, 
however, would have to contain, in the situation here involved, adequate provi- 
sion enabling the Secretary to deal with the preference claimant should it 
subsequently obtain the means to take and deliver the power.] It is not nec- 
essary for me at this time to delineate the terms of such a provision. Nor, 
in the circumstances here present, does the Secretary, in my judgment, discharge 
his statutory duty of giving a preference in “the sale” of power to public 
bodies and cooperatives by disposition to a private company under an arrange- 
ment whereby the latter obligates itself to sell an equivalent amount of power 
to preference customers to be designated by the Secretary. Cf. United States 
v. City and County of San Francisco, 310 U. S. 16. This is what the proposed 
contract amounts to; it is not a wheeling arrangement for transmission of 
power belonging to another over the lines of the Georgia Power Company. 

It is also to be noted, as pointed out above, that the cooperative does not 
appear to share your department’s view that the contract would be as favorable 
to preference claimants as any other arrangment would be. However, even 
if there was no dispute on this score, it could not justify a disregard of the 
mandatory provision of section 5 that preference be accorded public bodies and 
cooperatives in “the sale” of power. 

I have also considered the statements that during the past four years the co- 
operatives have achieved nothing in the way of obtaining the necessary financial 
means to take and distribute the power and hence that they are unable to receive 
it or pay for it. But it cannot be demonstrated, in my judgment, on the facts 
before me that should your department accept the offer of the cooperative upon 
condition that it shall have a reasonable time to secure the means for taking and 
distributing the power, it cannot possibly succeed in accomplishing this. 

It could not be contended, of course, that the Secretary of the Interior would 
be free to pursue the course proposed to be taken here had section 5 of the Flood 
Control Act contained “reasonable time” provisions akin to these found in the 
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Bonneville Project Act and other acts cited above. In tha case the Secreta 

would be obliged to grant a preference purchaser without existing ability to take 
and distribute the power, a reasonable opportunity to obtain the necessary meang, 
Since each of these statutes deals with the preferential disposition of Federal] 
power, they should be read in pari materia to ascertain the intent of Congress 
See Vane v. Newcombe, 132 U.S. 220, 235-236. ne 

I cannot conceive, in the face of a plain mandate for preference to public bodies 
and cooperatives and the congressional concern, as evidenced in related Statutes 
for protection of their preferential status, that it is possible to say apropos of 
section 5 that the Congress intended a preference purchase to demonstrate its 
present ability to take and distribute the power in order to avail itself of its 
statutory privilege. It is reasonable to attribute to the Congress that enacted 
secion 5 the same solicitude for preference customers that had been recognized as 
necessary on other occasions. Con,yress knew that public bodies or cooperatives 
whom it wished to benefit would hardly be likely to own or control transmission 
lines reaching out to a power project, and hence it could not have intended them 
in order to contract for the power, to be possessed with those facilities in advance. 

You will note that with respect to the provisions of the Federal Power Aet 
authorizing the Federal Power Commission to issue licenses for the construction 
of hydroelectric projects the courts have not attributed to Congress an inten- 
tion to bar the application of a cooperative which has not demonstrated its 
financial responsibility, or that it has firm or enforceable commitments for the 
sale of the power involved or for the financing of the proposed project. State 
of Iowa v. Federal Power Commission, 178 F. 2d 421 (C.A. 8th, 1949), certiorari 
denied, 339 U. 8S. 979. To read into the section 5 grant of a preference to public 
bodies and cooperatives the requirement of a presently existing ability to take 
and distribute the power would, in the usual case, constitute its emasculation; 
and it is well-settled that such a construction of a statute should not be taken 
where a construction is possible which will preserve its vitality and the utility 
of the language in question. Sunshine Coal Co. v. Adlcins, 310 U. S. 381, 392: 
Armstrong Co. vy. Nu-Enamel Corp., 305 U. S. 315, 333. Nor can it be regarded 
as of moment that section 5 does not expressly contain a “reasonable time” 
provision. That which may be clearly implied in a statute is as effectual ag 
that which is expressed. United States v. Sischo, 262 U. S. 165, 169: Neslin y, 
Wells, 104 U. S. 428, 432-433: Pompton v. Cooper Union, 101 U. S. 196, 202. 

Turning to the legislative history of section 5 of the Flood Control Act as an 
aid to ascertainment of the congressional intent, I find that the section had 
its origin in an amendment—in somewhat different form than enacted—pro- 
posed by the Senate Committee on Commerce to the bill (H. R. 4485, 78th Cong, 
2d sess.) passed by the House. See 8S. Rept. No. 1080, 78th Cong., 2d sess. 
Its purpose, according to the committee, was to provide a “general law govern- 
ing the sale and distribution of power generated at projects under the control 
of the War Department.” TJd., p. 3. The committee further stated as follows 
(Ibid.): 

“In order to attain the greatest benefit to the general publie from this hydro- 
electric power, the time has come to place by law the responsibility for disposal 
of such power in an existing Federal agency. In the Bonneville Power Ad- 
ministration Act and the Fort Peck Power Administration Act, Congress has 
authorized the Secretary of the Interior to disnose of the power generated at 
the Bonneville and Fort Peck projects. More recently, under Executive Order 
No. 9366, the Secretary of the Interior has been made responsible for the 
disnosal of power from the Denison and Norfolk projects. 

“The committee has heard testimony from the Secretary of the Interior 
and from the Director of the Division of Power of the Department of the 
Interior on this subject. The latter official has informed the committee that 
the provisions of amendment No. 6 [section 5] contain sufficient authority 
and latitude for efficient administration and will satisfactorily enable the 
Department of the Interior to carry out the intent of the amendment.” 

It will be noted that the committee emphasized that the amendment was 
designed “to attain the greatest benefit to the general public” and that specific 
reference was made to the Bonneville Act, which, as has been pointed out 
above, contained “reasonable time” provisions with respect to preference pur- 
chasers. In order, however, to avoid “setting up a public power trust which 
would be unduly competitive with established private power utilities,” the 
committee stated that it had inserted a proviso authorizing the Secretary of 
the Interior to construct and acquire only such transmission lines or related 
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facilities “as may be necessary in order to make the power and energy * * * 
available in wholesale quantities for sale on fair and reasonable terms and 
conditions to facilities owned by the Federal Government, public bodies, co- 
operatives, and privately owned companies. But in this regard the committee 
stated that it “recognizes the desirability of granting preferences in the sale 
of such power and energy to public bodies and cooperatives when the power is 
generated at projects financed by the Federal Government” (/bid.). 

The committee amendment gave rise to vigorous debate in the Senate, chiefly 
over an amendment sponsored by Senator Bailey that would have required 
the power to be sold “at the point of production.” 90 Cong. Ree. 8315. He 
explained that the purpose of his amendment was to “permit private enterprise 
to live” because “[i]f Mr. Ickes is given authority to build transmission lines, 
he will build them into the cities and take the cream of the private companies’ 
pusiness at once.” Jd., 88319. The Bailey amendment was defeated. IJd., 8369. 
Senator Barkley read into the record a statement by the Secretary of the 
Interior that the amendment constituted “a fundamental reversal of the sound 
traditional policies of the Congress with respect to the sale of Federal power. 
By restricting the construction of transmission facilities, it would place the 
Government in a poor bargaining position in the sale of its power and would 
permit the private utilities in the vicinity of each dam to monopolize, on its 
own terms, the power produced at the Federal project. Rather than giving 
the customary preference to public agencies and farmers’ rural electric coopera- 
tives in the disposition of public power, the effect of the amendment would be 
to foreclose these public and nonprofit agencies from securing the power.” Id., 
9315. The Secretary went on to say (Ibid.): 

“Disposition of power generated at Government projects under public power 
policies, such as sales preference for municipalities and other public agencies 
and for farm cooperatives, has been a basic tenet of governmental policy since 
1906 when the Congress first authorized power developments on reclamation 
projects. Subsequently the Congress has reiterated and extended these policies 
in the Tennessee Valley Authority, Bonneville, and Fort Peck Acts and in the 
Reclamation laws. I cannot believe that the Congress will want to overthrow 
these sound policies that have been imbedded in our laws and have resulted in 
promoting the industrial development of the West and the South and in the pro- 
tection of the consumers in those areas. The policy of the proposed amendment 
would deprive the ultimate consumer of the benefits of low-cost electric energy 
produced at public projects and would permit their monopoly by a few private 
utilities.” 

Senator Downey, speaking against the Bailey amendment, stated that coop- 
eratives were seldom in a position to “build transmission lines from their point 
of consumption to one of those power dams to be erected,” but that “[{P]rivate 
utilities, of course, can build such transmission lines.” Jd., 8323. Senator Taft, 
however, urged that it was not necessary to provide authority for the Secretary 
of the Interior to build transmission lines “because we are backing the coopera- 
tive to such an extent that if a particular cooperative has a good case, if itis a 
reasonably safe proposition, the Government, through the R. BE. A., can finance 
the building of a transmission line to that particular cooperative” Jd., 8328. 
Senator Bailey then rose to state that he was willing to modify his proposition 
to permit the Government to “run transmission lines to a rural electric associa- 
tion if they have none, and they can borrow the money, or the Government can 
put up the money. I think that takes out * * * the objection on the ground of 
the needs of the rural population.” Jd., 8331. This, however, did not satisfy 
Senator McClellan because, in his opinion, many cooperatives would not be in a 
position to finance the construction of transmission lines. Jd., 8332. Senator 
Ellender pointed out that the Bailey amendment would nullify the preference 
provision by permitting the sale of power “to private concerns without first 
offering it to cooperatives and public bodies” (/d., 8364) ; Senator Pepper stated 
that “unless provision is made in some way or other for the power to be trans- 
mitted to public bodies and cooperatives it will not get there, except through the 
instrumentality of the private company.” Id., 8365. 

Although the Bailey amendment was defeated and the committee amendment 
was passed by the Senate, a significant revision was made in conference. The 
change was with respect to the authority of the Secretary of the Interior to 
construct or acquire transmission lines; it was provided that he could do these 
things only “from funds to be appropriated by the Congress.” See H. Rept. 
No, 2051, 78th Cong., 2d sess., p. 7 (Statement of the House Managers). How- 
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ever, it was again emphasized that section 5 “establishes a preference in the sale 
of * * * power and energy to public bodies and cooperatives.” Ibid. The 
ference modification of section 5 was agreed to by both houses. 90 Cong Ree 
9262, 9269, 9277, 9287. Representative Whittington, in presenting the conferenes. 
report to the House, stated that provision had been made for the disposition of 
power “in substantially the same language which now obtains in legislation, 
previously passed by the Congress for the disposal of power at Bonneville at 
Fort Peck, * * * with amendments to the language as agreed to in the coms 
ference to the Senate amendment.” “* * * there is preference to the publie 
San i Saeed ee in this bill and in this agreement, just as there is in 
existing law passed by this body on the disposa y ille.” 
9281, 9288, pe y y posal of power at Bonneville.” Jq, 

I have made this extended reference to the legislative history because 4 
convinces me of the deep concern that Congress had, in making provision for the 
disposition of Federal power, for the preferential status of public bodies ang 
cooperatives. It is clear that it wished generally to continue the policies it had 
theretofore formulated in other power acts. Hence it emphatically rejected, after 
full consideration, an amendment to section 5 which, according to the opponents 
of the amendment, would have to all intents and purposes completely devitalized 
its preference provision, the broad object of which, as Senator Ellender observed, 
precluded the sale of Federal power to private companies without first off 
it to cooperatives and public bodies. It is true that, as enacted, the section dogg 
not confer upon the Secretary of the Interior an untrammeled authority to build 
or acquire transmission lines at the cost of the Government in order to make the 
power available to these organizations; he can do so only from funds to be 
appropriated by the Congress—and in this case no such funds have been ap 
propriated. Yet it is apparent to me that this restriction on the Secretary’s 
authority cannot be taken as evidence of an intention to circumscribe the prefer- 
ence provision to a degree that would render it inoperative as a practical matter, 
It seems to me that this would result from an interpretation of section 5 author- 
izing the Secretary of the Interior to reject a purchase offer by a cooperative 
because it has no presently available means for taking and distributing the 
power. I am certain, in the light of all that was said in the debates on the 
subject of preference for public bodies and cooperatives, that such an inter- 
pretation flouts the congressional purpose. In this regard, I may say that I have 
examined the statements of the individual Senators referred to in your depart- 
ment’s letter of March 11 (see 98 Cong. Rec. 7964, and Hearings on H.R, 3790, 
Interior Department Appropriations for 1952, before a Subcommittee of the 
Senate Appropriations Committee, 82d Cong., 1st sess., pp. 1083, 1089, 1098). 
These statements made long after the enactment of section 5 are, of course, of 
little value in ascertaining its meaning. Moreover, they do not persuade me. 

My views would appear to be consistent with those expressed by your depart- 
ment in its Power Policy Statement of August 1953 (printed at pp. 333-337 of 
Power Policy Hearings (1953) before a Subcommittee of the Senate Judiciary 
Committee, 83d Cong., 1st sess.), based upon the various statutes in this field, 
including the Flood Control Act of 1944. Those views are stated in the following 
terms: 

“The Department of the Interior will operate the federally owned generating 
and transmission facilities under its control for the benefit of the general public, 
and particularly of domestic and rural customers, and the Department will give 
preference and priority to public bodies and cooperatives in disposing of electri¢ 
energy generated at Federal plants. It will be the policy of the Department to 
dispose of power, remaining after provision for existing preference customers, 
to privately owned public utilities serving domestic and rural customers in the 
area.” 

It is also pertinent to note the testimony of Assistant Secretary Aandahl that 
“fe]verything in * * * the power policy indicates that we recognize the rights 
of preference customers and that we are leaning over backwards to do that.” 
Id., p. 87; and see pp. 73, 79, 89. 

Nor do I regard my position as in conflict with that taken by Acting Attorney 
General Fowler in 1913 in connection with section 5 of the act of April 16, 1906 
(34 Stat. 116), which authorized the Secretary of the Interior “to lease” surplus 
power “giving preference to municipal purposes.” 30 Op. A.G. 197. There, it 
was held that the Secretary was authorized to lease such power to a private 
company; but it does not appear, as here, that the Secretary was faced with 
choosing between conflicting offers made by a preference user and a non-pref- 
erence user. 
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For the reasons stated above, it is my opinion that section 5 of the Flood Con- 
qrol Act. of 1944 does not authorize the Secretary of the Interior, under the 
itances here presented, to enter into the proposed contract with the 
Power Company. The documents submitted for my consideration will 
pe returned separately. 
Sincerely, 
HERBERT BROWNELL, Jr. 
Attorney General of the United States. 





APPENDIX G—CORRESPONDENCE OF THE BUREAU OF RECLAMATION, 
THE CALIFORNIA STATE PUBLIC UTILITIES COMMISSION, AND THE 
SPECIAL SUBCOMMITTEE ON ASSIGNED POWER AND LANDS, CON- 
QERNING THE SCOPE AND NATURE OF THE PUBLIC UTILITY RE- 
SPONSIBILITY OF THE PACIFIC GAS & ELECTRIC CO. 


Correspondence concerning utility responsibility of Pacific Gas & Electric Co. 
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Floyd E. Dominy, Bureau of Reclamation..| Congressman Moss__....____-__- ne May 2, 1960 

Di Odadeonsabonsadosun | Everett C. McKeage, California PUC._-__- | May 19, 1960 
Brerett C. McKeage, California PUC______. Congressman Moss..........................| May 23, 1960 
Pennett, PUC __.....----- bhanedinmssansides | E. F, Sullivan, Bureau of Reclamation......| May 20, 1960 
f. F. Sullivan, Bureau of Reclamation____- 6 ee re CII, ci cinti endeared mitnndacnamenion -.| May 4,1960 

EIS, Scud sn absoudssewcad« | Everett OC. MeKeage...................... _| June 9, 1960 
Brerett O. McKeage-..-..-......-.-..-..-- .| Congressman Mogs......................---- | June 15, 1960 

SR iddcsisn~aso-neccann ..| Everett C. McKeage........................| June 21, 1960 
i nnenesasccesesconts ==), QOUSTOOSIOM DEON go. ions cwccan nace July 12,1960 
Genmeseman Moss... --.-.-.....---.....---- | Ralph Brody, special counsel, to Governor | July 19, 1960 

of California. 
Ralph Brody, special counsel to governer.._| Congressman Moss-...-.....-...-.-..--.| Sept. 14, 1960 





DEPARTMENT OF THE INTERIOR, 
BUREAU OF RECLAMATION, 


Washington, D.C., May 2, 1960. 
Hon. Joun BE. Moss, 


Chairman, Special Subcommittee on Assigned Power and Land Problems, Com- 
mittee on Government Operations, House of Representatives, Washington, 
DAC. 

Dear Mr. Moss: At the recent Sacramento hearings on Central Valley power 

the Bureau was requested to explore with counsel for the California 

State Public Utilities Commission questions of law relative to possible responsi- 

bility of Pacific Gas & Electric Co. to provide power service to municipalities 

and others who do not receive their full supply from the company (transcript, 

vol. 2, pp. 482-433 ) 2 

We have asked Regional Director Dugan to take up with the Commission the 
following questions : 

“Under its authority or responsibility, either as the result of California statutes 
wider which it was incorporated or is authorized to conduct utility operations 
or under any applicable rules and regulations of the Commission relating to 
franchised territory or certificate of convenience and necessity, what is the 
extent of the company’s responsibility under the circumstances outlined below 
toprovide wholesale electric service to— 

“({a) Customers for their own internal requirements, i.e., industrial, irri- 
gation districts, Federal and State agencies, etc. 

“(b) Customers for resale to ultimate consumers, i.e., REA cooperatives, 
municipalities, etc. 

“The inguiry as to the company’s responsibility should cover situations 


“1. The Bureau is the supplier to the customer but the customer needs 
additional power supplies to supplement the power provided by the Bureau. 
_ “2. The Bureau is the supplier to the customer but the power supply is 
Subject to withdrawal and is withdrawn by the Bureau. 





*Sibeommittee note: Hearings, p. 225. 
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“3. Is the responsibility affected and if so, how? 
“(a) If, prior to contracting with the Bureau, the custo 
formerly supplied by the company ; 
“(b) If the customer is a direct service customer of the Bureg 
rather than one who received Bureau service by wheeling over the eas: 
pay’s transmission system. . 
“If a responsibility to serve exists under any of the above conditions what 
is the role and the Commission’s policy in the establishment or determination 
of rates and conditions of service?” 
We will advise you of any views the Commission may advance. 
Sincerely yours, 


mer was 


FLoyp E. Dominy, Com missioner, 


May 19, 1960. 
Mr. Everett C. McKEAGE, 


Chairman, California Public Utilities Commission, 
State Building, San Francisco, Calif. 


Dear Mr. McKeace: I have received from Mr. Floyd E. Dominy, the Commis. 
sioner of the U.S. Bureau of Reclamation, a letter stating that he has requested 
the regional director to explore with your commission certain questions relating 
to the responsibility of the Pacific Gas & Electric Co., as a public utility, to pro- 
vide power service to municipalities and other public bodies which do not receive 
their power supply from the company. Enclosed, for your information, is a copy 
of Mr. Dominy’s letter. 

The Special Subcommittee on Assigned Power and Land Problems held hear- 
ings several weeks ago in Sacramento concerning the sale and transmission of 
Central Valley project power. 

It appeared at the hearings that the Bureau, during at least the next 5 years, 
will have available more than 40,000 kilowatts of firm power which, although 
allocated to preference customers, is unused by them and is being sold to P.G. 
& E. (which is not a preference customer). In addition, it appears that at least 
200,000 kilowatts of firm power expected to be developed by the Trinity project 
beginning in 1963 may be available for disposition for a dozen or more years, 
but would be sold to P.G. & E. unless made available to preference customers, 

It further appeared at the hearing that the Bureau of Reclamation has in- 
formed preference agencies seeking such power that they would be required to 
give assurances of a supplemental source of power as a condition to receiving 
such power, which, as a practical matter, would probably mean a contract with 
P.G. & E. Our subcommittee was seriously concerned as to the Bureau’s author- 
ity and propriety in attempting to impose such a requirement upon public agen- 
cies of California which would dictate how they will carry out their own respon- 
sibilities to the people they serve. Mr. Dominy has advised me that the type 
of assurance the Bureau would request from the public agencies might well hinge 
upon the nature of your commission’s response to the questions raised by the 
Bureau. 

It would be appreciated if your commission would keep our subcommittee 
advised concerning these points and provide us with copies of your answers to 
these questions. 

We shall be pleased to furnish you with any information we may have con- 
cerning these matters. 

Sincerely yours, 
JOHN FE. Moss, 
Chairman, Special Subcommittee on 
Assigned Power and Land Problems. 


PuBLIc UTILITIES COMMISSION, STATE OF CALIFORNIA, 
San Francisco, Calif., May 23, 1960. 
Hon. JoHn E. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems, 
House Office Building, Washinaton, D.C. 


My Dear ConGRESSMAN Moss: This is in reply to your letter of May 19, 1960, 
wherein you discuss the matter of the responsibility of the Pacific Gas & Electric 
Co., as a public utility, to provide power service to municipalities and other public 
bodies which do not receive their power supply from that company. 

This commission will be most happy to discuss this matter with the regional 
director of the Bureau of Reclamation when he should contact us for that pur 
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Also, we shall furnish you with copies of any answers which we give to the 
regional director in response to any questions which he may ask the commission. 
was good to hear from you, and with best wishes I am 
Cordially yours, 
Everett C. McKeace, President. 


PuBLIC UTILITIES COMMISSION, 
STATE OF CALIFORNIA, 
San Francisco, Calif., May 20, 1960. 
yr. B. F. SULLIVAN, ; 
Acting Regional Director, Bureau of Reclamation, 
Department of the Interior, 
sacramento, Calif. 

Deak Mr. SULLIVAN : Your letter of May 4, 1960, submits a number of inquiries 
concerning the responsibility of Pacific Gas & Electric Co. to serve electric cus- 
mers for resale (such as municipalities) as well as customers for the latter’s 
internal requirements (such as Federal and State agencies). These inquiries 
relate to situations where the customer has previously contracted for service 
from the Bureau of Reclamation. 

For a number of reasons it is not possible to give comprehensive and definitive 
gswers in this response. No informal staff expression of opinion can be bind- 
ing on the commission, which must base its decisions upon the facts of record 
informal proceedings. And it could well be tnat certain factual situations would 
give rise to such formal proceedings. 

Generally speaking, it is the duty of a public utility to furnish service to all 
mstomers within the area and to the extent such utility may have dedicated 
its facilities to the service of the public. Under the California Public Utilities 
(ode each utility is required to file its tariff containing its rates and rules gov- 
eming service. It may not deviate from its tariff provisions without specific 
Commission authorization. No rate may be increased, nor any rule altered 
soas to result in an increase, except upon a showing before the commission and 
afinding that such increase is justified. The commission may suspend a tariff 
fling which does not result in an increase, and enter upon a hearing concerning 
the propriety thereof. After hearing, if the commission finds such rates to be 
improper, it is required to fix just and reasonable rates. The commission has 
entinuing authority to consider the lawfulness of tariff rates in an investiga- 
tion on its own motion or upon complaint. 

Pacifie Gas & Electric Co.’s tariff schedule R, resale service (revised California 
PUC sheet No. 2898E) applies “to electric energy supplied at standard voltages of 
2200 volts or over to other electric utilities and to municipalities for distribution 
and resale to the general public where such utilities or municipalities take their 
etire electric energy supply from the company. An initial 3-year contract is 
required when much utilities or municipalities first take service from the com- 
pany.” This schedule applies to the entire territory served by the company “ex- 
cept the Humboldt division, the Fort Bragg area and the service area of former 
Coast Counties Gas & Electric Co.” The schedule also sets forth the applicable 
tates, together with special conditions relating to voltage, demand, off-peak de- 
mand, and power factor. 

The utility has no filed tariff for standby or supplemental service to resale 
cisomers who may be taking a portion of their requirements from another sup- 
plier. Should a resale customer desire this type of service, it would be well for it 
wascertain from the utility whether the latter is willing to furnish such service, 
and the rates and conditions the utility would propose in a tariff schedule to be 
made applicable thereto. Should the utility decline to furnish the type of service 
Tequested, the political subdivision resale customer may file a formal complaint 
with the commission. In such proceeding, and after public hearing, it could be 
determined whether the utility has an obligation or responsibility to so serve, and 
ifso (and within the scope of issues raised), the rates and conditions applicable 
thereto could be established. 

Very truly yours, 


WILLIAM M. BENNETT, Chief Counsel. 
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DEPARTMENT OF THE INTERIOR, 
BuREAU OF RECLAMATION, 
REGIONAL OFFICE, REGION 2, 

Sacramento, Calif., May 4, 1960, 
PUBLIC UTILITIES COMMISSION, 
State of California, 
State Building, 
San Francisco, Calif. 
(Attention William M. Bennett, Esq., Chief Counsel). 


GENTLEMEN: We thank you for your courtesy on May 2 when Mr. Anthony, 
chief of our power operations branch, and Miss Moss of the regional solicitor’s 
office met with Mr. Bennett and Mr. Cassidy to explore certain questions of 
law relating to the public utility responsibilities of Pacific Gas & Electric Co. 
Those questions were raised in the hearings in Sacramento on March 25 and 
26 by the Special Subcommittee on Assigned Power and Land Problems of the 
Committee on Government Operations, House of Representatives. It was agreed 
by our representatives that our questions would be submitted in writing for 
your further consideration and response since it is necessary that such response 
be reported to the subcommittee for insertion in the record. 

The enclosed excerpt from the hearings indicates the request made of the 
Commissioner of Reclamation by the subcommittee chairman. In followup 
of the Commissioner’s undertaking, the inquiries made of you, which related 
to customers for resale such as municipalities, and also to customers for their 
own internal requirements such as Federal and State agencies, were as follows: 

1. What is the company’s responsibility to supply the customer’s power re. 
quirements in addition to those which the Bureau of Reclamation undertakes 
to supply? 

2. What is the company’s responsibility to supply the customer in a situa. 
tion where the customer’s power supply from the Bureau is subject to with. 
drawal and is withdrawn? 

3. Is the company’s responsibility affected and if so, how (a) if, prior to 
contracting with the Bureau, the customer was supplied by the company; (b) 
if the customer is a direct service customer of the Bureau rather than one 
who receives Bureau service by wheeling over the company’s transmission 
system. 

If a responsibility to serve exists under any of the above conditions, what 
is the role and the commission’s policy in the establishment or determination 
of rates and conditions of service? 

Thank you again for your courtesy and cooperation in this matter. 

Very truly yours, 
E. F. Suriivan, Acting Regional Director. 


JUNE 9, 1960. 
Mr. Everetr C. McKEAGE, 
President, California Public Utilities Commission, 
California State Building, San Francisco, Calif. 


DeAaR Mr. McKeace: Thank you for your letter of May 23, responding to my 
letter of May 19, 1960, concerning the matter of the responsibility of the Pacific 
Gas & Electric Co., as a public utility, to provide power service to municipalities 
and other public bodies which do not receive all of their power from that company. 

I appreciate very much your statements that the commission would be glad 
to discuss the matter with the regional director of the Bureau of Reclamation 
“when he should contact us (you) for that purpose,” and that you would furnish 
us with copies of the answers which the commission makes to his questions. 

I have today received a letter from the Washington office of the Bureau of 
Reclamation, transmitting to me copies of (i) a letter of May 4, 1960, from the 
Bureau’s acting regional director, E. F. Sullivan, to your commission, addressed 
to the attention of your commission’s chief counsel, William F. Bennett, and (ii) 
a letter of May 20, 1960, from Mr. William M. Bennett to Mr. E. F. Sullivan. It 
appears from this correspondence that on May 2, two members of the regional 
director’s staff conferred with two members of your commission’s staff. For your 
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convenience, I enclose copies of those two letters, as well as a copy of Commis- 
sioner Of Reclamation Dominy’s letter to me of May 2, 1960. 

J am somewhat troubled by the nature of Mr. Bennett’s letter of May 20 in 
which, in effect, he refrains from answering the questions raised in the letters of 
the Bureau. Those letters had asked the simple question whether the Pacific 
Gas & Blectric Co., as a public utility, has a utility responsibility to furnish 
electric power, either on a full or supplemental basis (not on a standby basis), 
either where the customer requires power in addition to that supplied by the 
Bureau or where the customer’s power supply from the Bureau is subject to 
withdrawal and is withdrawn. (In view of the integration of the power systems 
of the Bureau and the company, and their contract obligations to provide emer- 

cy service in the event of unforeseen outages, it is assumed that any such 
withdrawal would be made only on adequate notice. Secondly, the question was 
asked whether the company’s responsibility would be affected by the fact that 
the customer’s power needs were previously supplied by the company, or by the 
fact that the customer receives power directly from the Bureau, rather than by 
wheeling over the company’s lines. 

Mr. Bennett’s letter points out that the company now has a schedule relating 
to supply of power to municipalities for resale where the municipalities “take 
their entire electric energy supply from the company,” but that the company has 
not filed a tariff for service to resale customers “who may be taking a portion of 
their requirements from another supplier.” 

It would appear that Mr. Bennett believes that the company’s public utility 
responsibility is affected by whether or not the customer takes all or only a part 
of its supply from the company. This seems to me to be inconsistent with the 
proposition, stated in Mr. Bennett’s letter, that: “Generally speaking, it is the 
duty of a public utility to furnish service to all customers in the area * * *” 

Our staff counsel, on the basis of preliminary research, has furnished me the 
following citations of authority relating to this matter: 

Denver Union Stockyard Co. v. Producers Live Stock Marketing Association, 
$56 U.S. 202, 287, 2 L. Ed. 2d 771, 775 (1958). In this case, the Supreme Court 
invalidated regulations permitting stockyards (which have a utility responsi- 
bility) to refuse service to producers doing business with other markets. The 
§upreme Court said: “The case is as simple to us as that of a utility that refuses 
to sell any power to a customer, if the customer buys any power from a com- 
petitor; as clear as an attempt by a carrier by rail to deny service to one who 
ships by truck.” 

Coombs v. Burk, 40 Calif. App. 8, 180 Pac. 59 (1919). In this case, the Cali- 
fornia Court of Appeals held that it was invalid for a utility to make a contract 
requiring the customer to purchase all of its gas from the utility. 

Other cases holding that a public utility may not demand exclusive patronage 
areas follows: 

Nashville Union Stockyards v. Grissim, 153 Tenn. 225, 260 SW 1015; 

Strathie v. Bucks County Electric Co., PUR19200, 290; 

Re Union Electric Light € Power Co. PUR 1932 B,1; 

State ex. rel. Gwynn v. Citizens’ Tel. Co., 61 8S. Car. 838, 39 SE 257, 55 LRA 139, 
% Am. St. Rep. 870; 

Nacogdoches Light & P. Co. v. Thomas & Richardson (Tex. Civ. App.) 188 SW 
1080 ; 

People ex. rel. Purceval v. Public Service Com., 1683 App. Div. 705, 148 N.Y. Supp. 


43 Am. Jur., Public Utilities, sec. 23; 

73 CIS, Public Utilities, sec. 7; 

Annotation in 55 ALR 771; 

Seaton Mountain Electric L. H. & P. Co. v. Idaho Springs Invest. Co., 49 Colo. 
122,111 Pac. 834,33 LRA (RS) 1078. 

It would be appreciated if you would review the enclosed correspondence and 


advise us of the commission’s views on the questions referred to in those letters 
and my letter of May 19. 


Sincerely yours, 


JOHN Moss, 
Chairman, Special Subcommittee on Asssigned Power and Land Problems. 
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PusLic UTILITIES CoMMISSION, 
STATE OF CALIFORNIA, 
San Francisco, Calif., June 15, 1960, 

Hon. JoHN E. Moss, 

Chairman, Special Subcommittee on Assigned Power and Land Problems of 
House Committee on Government Operations, House Office Building, Wash. 
ington, D.C. 

My Dear ConcressMAN Moss: This is in reply to your letter of June 9, 1969 
concerning the obligation of the Pacific Gas & Electric Co. to furnish electric 
service to municipalities and public districts. 

Preliminarily, I desire to point out that the Public Utilities Commission of the 
State of California has no jurisdiction over any controversy or matter which 
may arise between a municipality and the United States relating to the purchase 
by such municipality of power from the United States. 

The letter which our chief counsel, Mr. Bennett, wrote to Mr. E. F. Sullivan, 
Acting Regional Director of the Bureau of Reclamation, under date of May 20, 
1960, expressed the opinion of the staff of the commission. By quoting from 
one of the tariffs of Pacific Gas & Electric Co., Mr. Bennett did not intend to 
convey the idea that he was passing upon the legalities of such tariff. Said tariff 
was quoted for information. 

The public utilities commission is both a judicial tribunal and an administra- 
tive agency. The commission is not lawfully authorized to render advisory 
opinions. Its decisions must be rendered upon a proper record, based upon the 
law and the facts which may be presented in a proceeding before it. 

The questions contained in the letter of Mr. Sullivan, dated May 4, 1960, are 
hypothetical questions, and answers which may be given thereto must be under- 
stood to be answers to hypothetical questions. 

It is a delicate undertaking for this commission to offer opinions or views 
concerning issues which may later come before it for adjudication. These ques. 
tions propounded in Mr. Sullivan’s letter involve issues which may come before 
this commission for determination. Therefore, we must be careful not to pre 
judge any of these issues. Section 453 of the Public Utilities Code of California, 
relating to discrimination, provides as follows: 

“No public utility shall, as to rates, charges, service, facilities, or in any 
other respect, make or grant any preference or advantage to any corporation 
or person or subject any corporation or person to any prejudice or disadvantage, 
No public utility shall establish or maintain any unreasonable difference as to 
rates, charges, service, facilities, or in any other respect, either as between 
localities or as between classes or service. The commission may determine any 
question of fact arising under this section.” 

However, section 532 of the same code contains the following provisions: 

“Except as in this article otherwise provided, no public utility shall charge, 
or receive a different compensation for any product or commodity furnished 
or to be furnished, or for any service rendered or to be rendered, than the rates, 
tolls, rentals, and charges applicable thereto as specified in its schedules on file 
and in effect at the time, nor shall any public utility engaged in furnishing or 
rendering more than one product, commodity, or service, charge, demand, collect, 
or receive a different compensation for the collective, combined, or contempo- 
raneous furnishing or rendition of two or more of such products, commodities, 
or services, than the aggregate of the rates, tolls, rentals, or charges specified 
in its schedules on file and in effect at the time, applicable to each such product, 
commodity, or service when separately furnished or rendered, nor shall any 
such public utility refund or remit, directly or indirectly, in any manner or by 
any device, any portion of the rates, tolls, rentals, and charges so specified, nor 
extend to any corporation or person any form of contract or agreement or any 
rule or regulation or any facility or privilege except such as are regularly and 
uniformly extended to all corporations and persons. The commission my by 
rule or order establish such exceptions from the operation of this prohibition 
as it may consider just and reasonable as to each public utility. 

In connection with the subject of discrimination, it must be kept in mind that 
discrimination is not unlawful unless it be found to be unreasonable. All 
discriminations are not unlawful. 

You will note that the last sentence of section 532 authorizes this commission 
by rule or order to establish such exceptions from the operation of the prohibi- 
tions contained in section 532 as it may consider just and reasonable as to each 
public utility. This language of section 532 is in derogation of the general 
rule prohibiting discrimination. 
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Under the general rules of law governing the operations of a public utility, 
there can be no question but that a public utility must not unlawfully dis- 
eriminate in the furnishing of service. However, it must be kept tn mind that 
a public utility may not be required to furnish service to those to whom it 
pas not dedicated its service or to those who do not reside wthin its dedicated 
gervice area. This is the rule in California. There can be no doubt as to the 
rule of law that a public utility may not deny service to a customer if such 
customer fails or refuses to give all its béfsiness to the utility or refuses to 
refrain from purchasing service from another. 

It is a characteristic of public ®Mility matters that the rule of reasonableness 
must prevail, based upon the special facts and circumstances of each case. 
Therefore, it is not possible to give categorical answers which may be exactly 
applicable to concrete cases because of the fact that circumstances will usually 
differ from case to case. 

While this commission does exercise exclusive jurisdiction over all public 
utilities operating in the State of California, so far as intrastate service may be 
concerned, compulsion upon a utility may be applied only by the commission 
issuing a definitive order in a given case. 

The lawful duty of the Pacific Gas & Electric Co. to furnish power to a 
municipality will depend upon the fact of dedication of such service to munici- 
palities. If, in fact, that utility has dedicated its service to municipalities 
within its dedicated service area, it may not discriminate as among these 
municipalities. 

I regret that we are not able to give you more specific answers to the questions 
propounded in Mr. Sullivan’s letter because of the fact that this commission 
may be called upon to adjudicate some of these issues involved in these ques- 
tions. However, I do hope that what I have said in this letter will assist you 
in arriving at the determination which you wish to make. 

With kindest personal regards, I am 

Cordially yours, 
EVERETT C,. McKeaGe, President. 


JUNE 21, 1960. 
Mr. Everett C. McKeEace, 
President, California Public Utilities Commission, California State Building, 
San Francisco, Calif. 

Deak Mr. McKeace: Thank you for your helpful and informative letter of 
June 15. 

I understand your reluctance to answer general questions without knowing the 
facts of the particular case, and I agree with you that the questions posed in the 
letter of May 20 by Mr. E. F. Sullivan, Acting Regional Director of the Bureau 
of Reclamation, are general in nature and probably do not adequately indicate 
the facts in which the questions are intended to apply. I shall therefore 
endeavor to narrow the questions to make them more specific. 

As I mentioned in my letter of May 19, the hearing held in Sacramento 
before the Special Subcommittee on Assigned Power and Land Problems con- 
cerned the sale and transmission of Central Valley project power showed that the 
Bureau of Reclamation now has, and will for several years continue to have a 
substantial amount of dependable (firm) CVP power available for disposition to 
preference customers. This power is now being sold to the Pacific Gas & Electric 
Oo. until such time as it is made available to preference customers. 

The city of Redding now receives its power from P. G. & E. under a contract 
which terminates in August 1960. It has applied to the Bureau for CVP power, 
and is considering receiving such power either directly from the Bureau or by 
wheeling over P. G. & B. facilities. 

The city of Roseville now receives its power (up to 7,300 kilowatts) from the 
Bureau of Reclamation under a contract which expires in December 1960. This 
power is delivered to Roseville by wheeling over P. G. & BE. facilities. Roseville 
desires to receive additional CVP power. 

The Shasta Dam Area Public Utility District now receives its power directly 
from the Bureau of Reclamation. It has an allocation of 4,000 kilowatts and its 
present load is approximately 2,200 kilowatts. The line over which it receives its 
power is inadequate to carry the full amount of power allocated. P. G. & KE. is 
willing to wheel the allocated amount of CVP power to Shasta PUD. The PUD 


desires to obtain additional CVP power and is considering methods by which to 
receive such power. 
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The Bureau of Reclamation has informed Redding, Roseville, and Shasta PUD 
that they would be required to give assurance of a supplemental or alternative 
source of power as a condition to receiving the CVP power they seek. If the 
Bureau continues insist that they provide assurance of a supplemental or alter. 
native source of power, such requirement necessarily means that they would be 
compelled either to construct expensive generating facilities or to enter into a 
firm contract with P. G. & B., unless that requirement is deemed fulfilled by the 
existence of P. G. & H’s responsibility, as a public utility, to furnish power to 
these three agencies if and when the Bureau ever withdraws from them any of 
the power in excess of that now allocated to them. Commissioner of Reclama- 
tion Floyd Dominy has indicated that the question as to whether and what t 
of assurance the Bureau may decide to require from Redding, Roseville, and 
Shasta PUD will be markedly affected by your reply as to whether P. G. & E 
would have a responsibility to serve these agencies if the Bureau finds it 
necessary to withdraw the aforesaid power from them. 

Thus, the questions set forth in Mr. Dominy’s letter of May 2, 1960, to me, and 
the slightly modified questions set forth in Mr. Sullivan’s letter of May 20, 1960 
to your chief counsel, Mr. Bennett, are intended to apply only in the narrow 
context of the situations present in the cases of Redding, Roseville, and Shasta 
Dam Area PUD. Specifically, we desire to know whether P. G. & E., as a public 
utility, would have a responsibility to supply power to Redding, Roseville, and 
Shasta PUD, if the Bureau, having contracted to provide these agencies with 
power in addition to that which they are now allocated, should at some time in 
the future find it necessary to withdraw that power in order to satisfy the 
demands of the existing allocatees. In this connection, I am pleased to note your 
concurrence with the rule that a public utility may not deny service toa customer 
simply because the customer fails or refuses to give all of its business to the 
utility, or refuses to refrain from purchasing service from another. 

If there are any additional facts which you desire to know in order to consider 
this question, I shall be most happy to obtain them for you. 

It would be appreciated if you would review the matter and advise us of the 
Commission’s views as early as possible so that we may assist the Bureau of 
Reclamation in meeting the needs of Redding, Roseville, and Shasta Dam Area 
PUD, which are now most urgent. 

With best regards, Iam 

Sincerely yours, 
JOHN E. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems. 





Pusiic UTILITIES COMMISSION, 
STATE OF CALIFORNIA, 
San Francisco, Calif., July 12, 1960. 
Hon. JouHn E. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems, Com- 
mittee on Government Operations, House Office Building, Washington, D.C. 


My Dear CONGRESSMAN Moss: Your letter of June 21, 1960, has received the 
attention of the members of this commission. 

The question which you propound in your letter in the judgment of the com- 
mission, constitutes an issue which, very probably, may come before this com- 
mission upon a complaint filed by one of the interested public agencies. Much 
as we would like to assist you in this matter, the commission is of the opinion 
that it would be unwise and not proper to undertake to informally answer your 
question. The commission is without authority to render an advisory opinion, 
and any expression of opinion concerning this matter by a member of the 
commission staff would not, of course, be the opinion which you seek. As I 
read your letter, you desire the official opinion of the commission. 

Regretting our inability to assist you in this matter, and with all good wishes, 
Iam 

Cordially yours, 
Everett ©. McKeacs, President. 
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JULY 19, 1960. 
Mr. RALPH Bropy, ; 


Special Counsel to the Governor on Water Matters, 
California State Capitol, Sacramento, Calif. 


DeaRk Mr. Bropy: During the hearings held in Sacramento last March before 
the Special Subcommittee on Assigned Power and Land Problems concerning 
the sale and transmission of Central Valley project power, several public agen- 
cies of California complained about the requirement by the Bureau of Reclama- 
tion that they must give assurance of a supplemental source of power as a condi- 
tion to receiving CVP power. Such a requirement, as a practical matter, would 
mean that the public agencies would be compelled either to construct expensive 
generating facilities or to enter into a firm contract with the Pacific Gas & 
Electric Co. (P. G. & E.), unless such requirement is deemed fulfilled by virtue of 
the company’s responsibility as a public utility to furnish power to them upon 
their request. 

Both our subcommittee and the Bureau of Reclamation, therefore, asked the 
Public Utilities Commission of California whether P. G. & E. has a publie re- 
sponsibility to furnish power to preference customers of the Bureau of Reclama- 
tion, particularly the cities of Redding and Roseville and the Shasta Dam Area 
Public Utility District, which were the public agencies primarily concerned in 
the committee’s hearings. I should add that the Bureau of Reclamation has 
informed us that the nature of the commission’s reply “will have an important 
pearing upon the question of what type of assurance should be sought” by the 
Bureau from its customers concerning their supplementary source of power 
supply. 

The PUC, however, has refused, after a series of correspondence, to answer 
this question on the ground that it “constitutes an issue which, very probably, 
may come before this commission upon a complaint filed by one of the interested 
public agencies.” 

It seems elemental to us that a public utility may not deny service to a cus- 
tomer simply because the customer fails or refuses to give all of its business to 
the utility or refuses to refrain from purchasing service from another. The 
courts have so held and the PUC so admits. Yet the PUC refuses to say 
whether P.G. & E. has a utility responsibility to supply power to a California 
city or public utility district. 

It would be deplorable if the PUC’s refusal to answer this question forces 
any California public agency into making the following choice: (1) To comply 
with the Bureau’s requirement by constructing expensive generating facilities 
or entering into a contract with P.G. & E. as a condition to receiving power from 
the Bureau, or (2) to refuse to comply with the Bureau’s requirement, at the 
risk of losing its opportunity of getting CVP power, in order to present a formal 
complaint before the PUC to determine whether it can rely upon P.G. & E.’s 
public utility responsibility. 

It seems to us that the existing situation is one in which you, as a public 
official of the State of California, may wish to request the attorney general of 
California for his opinion on the matter here involved. Enclosed for your con- 
venience are copies of correspondence relating to this matter. 

Sincerely yours, 
JOHN E. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems. 





STATE OF CALIFORNIA, 
GOVERNOR'S OFFICE, 
Sacramento, September 14, 1960. 
Hon. Jonn E. Moss, 
Chairman, Special Subcommittee on Assigned Power and Land Problems, Com- 
mittee on Government Operations, 1501 House Office Building, Wash- 
ington, D.C. 


Deak JouN: Your question as to whether the Pacific Gas & Electric Co. has 
a utility responsibility to supply power to a California city or public utility 
district is currently being referred to the attorney general of California for an 
opinion. At this particular time a considerable number of requests for opinions 
on this general subject matter, together with its possible relationship to state- 
wide water resources development, are before the attorney general’s office. 
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I am sure your request will receive prompt attention and that you wil] be 
notified by the attorney general as soon as an answer is ready. 
Sincerely, 
Raven M. Bropy, 
Special Counsel to the Governor on Water Problems, 


APPENDIX H—INTERIM SCHEDULE OF RATES FOR WHOLESALE 
FIRM POWER SERVICE 


U.S. DEPARTMENT OF THE INTERIOR, BUREAU OF RECLAMATION, REGION 2 
CENTRAL VALLEY PROJECT, CALIFORNIA 
(Schedule R2-F2 (Supersedes Schedule R2—F1) ) 


Effective: August 1, 1950. 

Available: In the area served by the Central Valley project. 

Applicable : To wholesale power customers for light and power service supplied 
through one meter at one point of delivery. Not applicable to standby or 
auxiliary service or to the sale of dump energy. 

Character and conditions of service: Alternating current, 60-cycles, 3-phase, 
normally delivered and metered at the low-voltage side of substation. 

Monthly rate: Demand charge: $0.75 per kilowatt of billing demand. Energy 
charge: First 130 kilowatt-hours per kilowatt of billing demand at 4 mills per 
kilowatt-hour. Next 130 kilowatt-hours per kilowatt of billing demand at 8 
mills per kilowatt-hour. All over 260 killowatt-hours per kilowatt of billing 
demand at 2 mills per kilowatt-hour. 

Minimum bill: $1 per month per kilowatt of contract rate of delivery. 

Billing demand: The billing demand will be the highest 30-minute integrated 
demand measured during the month. 

Adjustments: 

For character and conditions of service: If delivery is made at transmis- 
sion voltage so that the United States is relieved of substation costs, 5 per- 
cent discount will be allowed on the demand and energy charges. 

For transformer losses: If delivery is made at transmission voltage but 
metered at the low-voltage side of customers’ substation, the meter readings 
will be increased 2 percent to compensate for transformer losses. 

For power factor: None. The customer will normally be required to 
maintain a power factor at the point of delivery of not less than 90 percent 
lagging. 


x 


be 


d 





